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TUESDAY, MARCH 13, 1956 
Hovusr or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. - 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, Rains, Multer, Barrett, O°’ Hara, Mrs. Sullivan, Messrs. Foun- 
tain, Reuss, Mrs. Griffiths, Messrs. Vanik, Talle, Kilburn, Widnall, 
Betts, Mumma, McVey, Hiestand, Nicholson, and Bolton. 

The Cnatrrman. The committee will be in order. 

We are met this morning to consider H. R. 9852, a bill to extend 
the Defense Production Act. 

(H. R. 9852 is as follows:) 


[H. R. 9852, 84th Cong., 2d sess.] 

A BILL To extend the Defense Production Act of 1950, as amended, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of subsection (a) of 
section 717 of the Defense Production Act of 1950, as amended, is hereby amended 
by striking out “June 30, 1956” and inserting in lieu thereof “June 30, 1958". 

Sec. 2. Subsection (b) of section 303 of the Defense Production Act of 1950, 
as amended, is hereby amended by striking out “June 30, 1963" and inserting in 
lieu thereof “June 30, 1965”. 

The Cuamman. We have with us this morning Dr. Flemming. 

We are very glad to have you back with us, Doctor, and you may 
proceed as you please. 

If you have a prepared statement, you may read it. 

Dr. Fremmine. Thank you, Mr. Chairman. 

I am very happy to have the opportunity to appear before the com- 
mittee and testify in behalf of TL. R. 9852, which proposes the exten- 
sion of the Defense Production Act for a period of 2 years. 


STATEMENT OF DR. ARTHUR S. FLEMMING, DIRECTOR OF DEFENSE 
MOBILIZATION 


Dr. FLemuine. Mr. Chairman and members of the committee: I 
would like, just briefly, to discuss with you the importance of the 
existing authorities in connection with both our current and long- 
range defense mobilization programs. 

As the President pointed out in his state of the Union message, 
when he requested the extension of the Defense Production Act, the 
maintenance of a strong and flexible defense program requires that 
current military and atomic-energy programs proceed without inter- 
ruption and that we have a broad and diversified mobilization base 


1 








2 DEFENSE PRODUCTION ACT—1956 


which will reflect new requirements resulting from changes in tech- 
nology and strategy. 

The statement of policy of the Defense Production Act recognizes 
both of those objectives and the authorities provided in the various 
titles of the act are essential to meet them. 

Since current and long-range programs are interdependent to a sub- 
stantial degree, I desire to discuss the various authorities now in the 
act in relation to their utility for each type of program. 

The priorities and allocations authority of title I of the act is of 
ereat importance to the procurement programs of the Department of 
Defense and the Atomic Energy Commission. 

To maintain the necessary level of defense procurement without 
interruption during a period when the requiremenis of an expanding 
economy for materials and facilities are extremely high, it is neces- 
sary to insure a preference for delivery on defense orders. 

The defense materials system, as operated by the Department of 
Commerce under a delegation made under the authority of the De- 
fense Production Act, accomplishes that important purpose by re- 
quiring producers of basic forms and shapes of steel, copper, and 
aluminum to set aside certain percentages of their production for the 
filling of identified defense orders. 

This device also insures the equitable distribution of defense orders 

among the various producers of basic items and leaves to each producer 
of such materials a relative share of his production for supplying his 
customers in the civilian market. 

5 oh identified orders of the Department of Defense and the Atomic 
Energy Commission are given a preference in delivery which applies, 
not only to the basic materials in those set-asides, but also to other 
materials, such as nickel, and to the various components entering into 
the production of the end item ordered. 

ilowever, the use of the priorities and allocations authority is 
limited to assuring adequate handling of defense orders as required 
by the act. It does not operate to control the distribution of goods 
in the defense-supporting and civilian elements of the economy. This 
is in accord with the spirit of the law as expressed in section 101 (b) 
which provides that— 

The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 
(1) that such mi iterial is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such inaterial 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such a degree as to create 
appreciable hardship. 

The present limited operation of the defense materials system, in 
addition to meeting current military requirements, provides us with 
‘readiness measure of extreme importance. It is a mechanism which 
could be expanded in time of mobilization to provide for the more ex- 
tensive control of materials in the civilian market which would be 
required by the sharp increase in defense and defense-supporting 
orders. 

Its current operation insures the maintenance of the requirements- 
gathering machinery in the producing plants and their suppliers as 
well as in the Department of Defense and in the Atomic Energy Com- 
mission. 
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Prompt employment of this device for making the most efficient 
defense use of scarce materials is of great importance in any period 
of substantial mobilization and increases in value in proportion to 
the scarcity of materials and capacity. If this country were to suffer 
an atomic attack, with substantial losses of material and productive 
capacity, the DMS device would be absolutely essential to the effective 
utilization of our remaining productive resources for rehabilitation 
and survival and to wage war. 

With respect to the authorities granted by title III of the act, 
the current programs for the expansion of productive capacity and 
supply are not so readily separable from the long-range preparedness 
programs for full mobilization. 

Both are designed to make it possible for the Nation’s productive 
machine to produce the volume of goods needed to wage a war with 
the least possible delay. 

In connection with the proposed extension of title III authorities, 
however, a separate discussion of these programs and of how we expect 
those powers to be used to meet them might be he elpful. 

To the extent that the program to prov ide the Nation with adequate 
productive capacity deals with facilities producing items in substantial 
peacetime demand, it can be said that the job is nearing completion. 

Of the 227 exp: mnsiOn goals established, only 32 now remain open, 
and some of the 82 have ene been reached and consideration is 
being given as to whether or not they should be closed. 

Combinations of tax sail it ss assistance and one or more of 
the forms of assistance authorized by title ILI will probably be neces- 

sary to reach some of the goals while in other cases some type of pre- 
paredness measure may have to be adopted as a substitute for capacity 
in being 

The use of authorities in the act for preparedness programs de- 
signed to reduce the time required to mobilize in the event of an 
attack was recognized by the 1955 amendments to the act. 

We have developed, for example, a program to procure machine 
tools to round out existing capacity for the production of turbines and 
turbine gears for ship propulsion. This program is now being re- 
checked from a requirements point of view before it is actually put 
into operation. Wartime requirements for capacity for which there is 
no present peacetime need can be met, as in this case, by the installation 
in private plants of standby production lines to be maintained by the 
producer. 

We have developed a machine tool pool order program which will 
permit the Government to enter into contracts now with the producers 
for production of designated tools on M-day. The contracts will be 
finalized in advance and production under them can commence on 
M-day upon a simple notice from the Government. 

The authorities in title II] and the borrowing authority available 
under it would be needed to carry out programs of these types. 

in the event of an enemy attack on the United States with atomic 
weapons we could expect that large and critical segments of the 
mobilization base would be destroyed or damaged. 

tapid restoration of key facilities would be, of course, an essential 
factor in our ability to wage war and it is clear that substantial as- 
sistance from the government would be necessary 
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The authorities presently existing in title III of the act, together 
with those in title I, could be used to take many important steps to 
achieve that objective. 

Funds, scarce materials, and production equipment could be pro- 
vided for the most critical restoration jobs. 

We feel that one of our unfinished jobs is, in cooperation with the 
Federal Civil Defense Administration, to determine whether there are 
existing gaps in our mobilization base which, if closed now, would 
expedite survival and rehabilitation operations following an attack. 

If such gaps are identified and if they in all pr obability will not be 
closed as a part of normal peacetime operations, it m: ay be necessary 
to use the authorities under this title to deal with such situations. 

The funds for expansion programs are made available through the 
borrowing authority of section 304 of the act. 

Of the $2.1 billion authorized by the section, a little over $1.7 billion 
has been certified for obligation during the 514 years since the program 
was initiated. About $400 million remains for future certification. 

This balance is adequate for programs now in the planning stage. 
If in the future an increase is required we shall present that require- 
ment and its justification to the Congress in the ordinary course. 

I might say, Mr. Chairman, that it is conceivable that $400 million 
may be augmented because of the fact that experience will demonstrate 
that some of the $1.7 billion that has already been certified, will not 
be required—that is, the probable ultimate net cost to the Govern- 
ment may not reach the $1.7 billion. 

Title VII of the act provides a number of supplementary authorities 
which are necessary to the exercise of the powers granted in the pre- 
ceding titles and, in addition, includes two specific authorizations 
necessary to our mobilization program. 

The voluntary agreements authority of section 708 provides a 
mobilization tool of great importance for current defense and for 
wartime use. 

It authorizes an exemption from the antitrust laws for private par- 
ties engaged in combined actions found to be in the public interest as 
contributing to the national defense. 

Under this authority there are in force 23 agreements, 20 of them 
integration or production committees of the Depar tment of Defense. 

Committees consisting of all contractors with the Department for a 
particular military end item are able, through the exchange of in- 
formation, techniques and processes, to develop production practices, 
standardized parts and other devices for achieving a more efficient 
and uniform product with greater economy. 

In accordance with the 1955 amendment to section 708, membership 
on these committees is being expanded to include standby contractors 
and other qualified prospective producers. This will result in a 
broader base of producers with information on the standard produc- 
tion techniques developed through the joint action of the commit- 
tee. 

These committees thus perform a valuable service for current mil- 
itary programs and also provide a broad base for the expansion of 
production which would become immediately urgent in time of 
war. 

Two other agreements, dealing with tanker capacity and foreign 
petroleum supply are in the process of amendment as a result of the 
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Attorney General's review of all outstanding agreements as directed 
by the 1955 amendments. 

In each of these agreements the Attorney General found that from 
the antitrust viewpoint certain modifications were indicated, and 
after consultations with the interested agencies we were able to work 
out amendments which would meet his objections and yet provide a 
mechanism which would serve to achieve the important national de- 
fense objectives of the agreements. 

Each of these agreements contains the important defense provision 
for a stepped-up program in time of war, a device which would per- 
mit the maximum effective use of facilities and supplies covered by 
the agreements on a voluntary basis without the necessity for Gov- 
ernment allocation. 

All of the existing agreements have current and wartime value and 
in the event of trouble the need for such agreements would undoubted- 
ly increase, probably in more areas than are presently authorized by 
the law. 

The 1955 amendments added a new subsection to section 710 of 
the act authorizing a program which we believe to be of tremendous 
importance as a readiness measure—the executive reserve program. 

In accordance with the provisions of that subsection and of Execu- 
tive Order 10660, each agency having mobilization responsibilities 
is authorized to set up and train a reserve of persons from private 
life and from Government to fill executive positions in the Federal 
Government in time of mobilization. 

Under this program the agencies will select persons qualified to fill 
key positions and will secure their agreement, backed up by their 
employers, to be available for service in the event of mobilization. 

Central rosters will be maintained to provide general information 
on the program and to avoid duplication of requests to participate 
and excessive calls on any single concern. 

Reservists will be trained in the operations of the Government as 
well as in the various mobilization plans of importance to their war- 
time posts and will participate in test exercises similar to Operation 

\lert, in June of 1955. 

The immediate availability of such a reserve, capable and informed, 
to perform the many urgent administrative jobs would meet one of 
the most difficult problems of a rapid, full-scale mobilization. 

In this connection, Mr. Chairman, I should mention the authority 
to hire consultants and experts on a “without compensation” or a 
“when actually employed” basis. 

After its coveted review of this subject last vear the committee is 
aware, | am sure, of the importance of these provisions to secure the 
advice and experience of men from the many segments of the economy 
with which the mobilization program must deal. 

In time of war, those men will be needed to assist in carrying out 
various parts of that program and many will have to be employed 
on a similar basis. 

While many people from private life, including some of the execu- 
tive reservists, will be willing and able to serve on a salary basis, 
others will be unable to do so and we should, of course, be in a position 
to acquire the services of such people. 

The additional statutory restrictions placed on such employment 
by the Congress last year have had no adverse effects as far as ODM 
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is concerned on our ability to acquire or retain the necessary services 
of such persons. 

We have curtailed the number of WOC’s on our rolls but that action 
merely reflects our desire to carry out the necessary administrative 
processing only with respect to those actively engaged in providing 
advice to the agency. When and if the occasion should again arise 
for the services of those previously retained on the rolls in a standby 
basis, the necessary processing can be done then. 

As I have indicated, the authorities now existing in the act are 
urgently needed for current military and atomic energy programs, 
for mobilization planning activities including an increasing number of 
preparedness programs and for immediate use in the event of full 
or partial mobilization. 

The scope of these programs and the assumptions upon which they 
are based clearly indicate that they must be pursued and continuously 
revised for some time to come—these are not short-range programs. 

We believe that the authorities in the act are adequate, for the present 
at least, and we are requesting no amendments at this time. 

We do believe, however, that because of the long-range nature of the 
programs the act should be extended for 2 years. 

The only other change we are requesting is the corollary extension 
for 2 years of the period of time over which expansion contracts under 
section 303 may extend. 

Mr. Chairman, that presents my opening remarks in support of the 
bill which you have introduced providing for the extension of the act 
for a period of 2 years. 

The CHairman. Dr. Flemming, how does the number of employees 
without compensation compare now with what you had in previous 
years ¢ 

Dr. Ftemmine. Mr. Chairman, we have on our rolls, in the Office of 
Defense Mobilization at the present time, 64 employees on a when- 
actually-employed basis, and 65 on a without-compensation basis. In 
other words, in both categories we have a total of 129. I don’t have 
the figure available, Mr. Chairman, as to what their employment was, 
say, 1 year ago, but I am sure that it was somewhere around 180. 

But there were a fair number of persons who were technically on 
our rolls on a without-compensation basis, but who were not actually 
being used in a consultative or advisory capacity at that time. 

So, after the Congress extended the Defense Production Act, with 
the new provision, relative to without compensation, and when actu- 
ally employed personnel, we decided to renew the appointments only 
of those whom we were actually using on a consultative basis at that 
time. 

Now, if of course we find need for the services of some of those 
who were on the rolls a year ago, who are not on the rolls at the present 
time, we will invite them to become associated with us, and of course 
they will be processed in accordance with the amendments to the De- 
fense Production Act. 

The Cuarrman. Those men that are on the rolls without compen- 
sation, have their salaries in private enterprise continued just as they 
existed before they took that employment, is that correct ? 

Dr. FLemmine. Asarule that is correct, Mr. Chairman. Those who 
are on a without-compensation basis are simply reimbursed at a rate 
of $15 per diem for expenses. 
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The Cuatrman. Do you think it is absolutely essential to continue 
that practice ? 

Dr. Ftemmina. Mr. Chairman, I do have the same feeling relative 
to their employment that I had a year ago. There is no question in 
our minds at all but that they are rendering us a very valuable service, 
as consultants, in accordance with the amendments to the act that were 
approved by the Congress. On policy matters they simply advise 
someone else, who in turn has the responsibility for taking the action, 
and the person that they advise is a full-time employee of the United 
States Government. 

Mr. Chairman, many of these without-compensation employees, for 
example, are not with us on anything approaching a full-time basis. 
Many of them are simply members of advisory committees that are 
helping us and assisting us in connection with some of the problems 
that confront the Office of Defense Mobilization. 

For example, we have a science advisory committee, the chairman of 
which is Dr. L. D. Bridge, the president of the California Institute 
of Technology. Many outstanding scientists serve on that committee. 

All of the men who serve on that committee are either without com- 
pensation personnel or when actually employed personnel. But they 
meet about once every 2 months. 

We have a health resources advisory committee, where the personnel 
who also fall within these classifications. They meet about once a 
month. 

So offhand. on the when-actually-employed basis I indicated to 
you we had a total of 64. Only 3 of those are full-time, and on 
the without-compensation basis I indicated a total of 65, and I don’t 
think more than 4 or 5 of these are full time, possibly not that many. 
Most of them are intermittent consultants to the Office of Defense 
Mobilization. 

The Cuatrman. Is their voice strong in the adoption of policy 
matters ¢ 

Dr. FLemminc. Well, Mr. Chairman, of course that would vary 
somewhat in terms of the type of person involved. We select them 
because we feel that they are qualified and competent to give us advice 
in particular areas, but we recognize the fact that once you make a deci- 
sion, you should not say—perhaps some do at times, but you should 
not say that you made the decision because you got the wrong advice. 
The full-time Government official should assume full responsibility 
for the decision that he makes. It is up to him to see to it that he 
gets the very best kind of advice before he arrives at that decision— 
advice from various sources. 

So L would say that in the scientific field, for example, the science 
advisory committee has been extremely helpful to me as a director of 
the Office of Defense Mobilization, in connection with the discharge 
of some of my duties as a member of the National Security Council, 
for instance. 

They likewise advise the President directly, and have been helpful 
to him in connection with certain problems which have confronted us 
in that particular area. 

Recently, to give you another illustration of the use of the authority, 
I felt the need—well, let me back up a little. A little over a year ago, 
I felt that it would be desirable to have someone come in from the out- 
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side and develop a bird’s-eye view of this titanium problem. I asked 
Mr. Harold Vance, then chairman of the executive committee of the 
Studebaker-Packard Corp., to come in and conduct that survey for me. 
Ile did, and he filed a very valuable report, one that we have used 
very extensively. 

As you know, since then, of course, Mr. Vance has been made a 
member of the Atomic Energy Commission. 

Recently I felt the need for a similar study as far as nickel is con- 
cerned, and I invited Dr. Townsend, who is one of the top officials of 
the Sandia Corp., and who is also chairman of one of the top advisory 
committees in the National Academy of Sciences, to come in and make 
that particular survey. Under those circumstances I used this with- 
cut-compensation authority. 

[ feel that an agency such as ours, which is faced with the necessity 
of turning from one complicated type of problem to another, must be 
in a pesition where it can draw on the services of such persons from 
time to time. 

The Carman. Some of the decisions you make, in the Depart- 
ment, would have a beneficial or detrimental effect on the businesses 
of some of the advisers: isn’t that true ? 

Dr. Fueaaine. Well, Mr. Chairman, it is always difficult to gen- 
eralize on a matter of that kind, but I can assure you that in reaching 
out for consultants to advise on a particular matter, that is a problem 
that we always keep uppermost in our minds, and if we have got a 
highly controversial issue with which we are dealing we are not going 
to deliberately reach out and ask for advice on just one side of that 
issue. 

Now, it may be that in the course of the consideration of an issue 
of that kind we might find it desirable to ask for advice from people 
that were regarded as experts on both sides of that particular issue, 
and get their conflicting advice and recommendations, so that we 
could hammer it out and arrive at a conclusion, 

The CHamman. How far do you think their personal interests 
would affect people who were charged with giving you advice on mat- 
ters of policy? Do you think they would distort it entirely / 

Dr. Fremminc. Mr. Chairman, my experience has been that these 
people are brought into the service of the Government and are asked 
to serve in a particular capacity, and take the same oath of office 
that allofustake. They are certainly very anxious, in most instances, 
to lean over backward in order to make sure of the fact that they are 
taking into consideration the broad public interest in the advice and 
recommendations that they give to us, and I have not, as far as my 
own personal experience is concerned, run into a contrary type of 
situation. 

The Ciairman. You haven't seen that influence active in any of the 
decisions—that is, personal influence ¢ 

Dr. FuemMing. Pardon me, Mr. Chairman / 

The CuarrmMan. I say you have not observed that that influence 
has been very active in any of the decisions which have been made ? 

Dr. FLemMine. First of all, Mr. Chairman, I think we should again 
point out that under the amendments to the act, none of these without- 
compensation employees, or when-actually-employed employees, who 
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are employed under the provisions of the Defense Production Act, can 
make any policy decision of any kind. They are specifically pro 
hibited from doing that. All they can do is to advise the full-time 
employees of the Government, and those full-time employees must 
assume responsibility for the decisions. 

The Cuarrman. Would you ask them for advice if you knew they 
had an interest which was contrary to the interests of the Adminis 
tration / 

Dr. FLemMincG. Would we ask them / 

The Cuamman. Yes, sir; if you knew from their relationship that 
they necessarily had an interest that was not in conformity with the 
best interests of the Government, would you ask them for advice / 

Dr. FLemuine. No; normally you just wouldn’t ask them for ad 
vice on that kind of a problem, and in most cases they would be very 
careful not to offer any advice on that kind of a problem. At least 
that has been my experience. 

The CuarrmMan. We pray not to lead us into temptation. You 
wouldn't do that / 

Dr. FLemmMinc. We wouldn’t put before them the opportunity for 
Temptation. 

The Cuarman. The powers which you now have and which you 
exercise most frequently are powers of allocation and priority. That 
is the greatest part of your power at this time, is it not 

Dr. FuemMine. Yes, sir, Mr. Chairman: as I indicated in my state 
ment, those authorities as incorporated in title I of the act are very 
important in connection with the current mobilization program, as 
well as being very important to us in terms of getting ready for the 
possibility of general mobilization. 

The Cuamman. Tell us something about the purchase program, for 
the storage of strategic materials. Haven't you a metals purchasing 
program / 

Dr. FLemMina. Yes, sir. 

Mr. Chairman, I am sure you are referring to the program that we 
carry on under the provisions of the Strategic and Critical Materials 
Stockpiling Act. 

The Cuamman. Yes, si 

Dr. FLemuine. That is carried on under another act passed by the 
Congress. 

I can state to the committee that our general situation is this: We 
have on our list of strategic and critienl materials to be stoc piled 
about 74 materials at the present time. 

In connection with those materials we have two types of objectives 
2 minimum stockpile objective, and a long-term stockpile objeetiy 

The minimum stockpile objective is set by taking our military re 
quirements as furnished by the Department of Defense, our defense or 
war-supporting requirements as furnished by agencies such as the 
Department of Commerce, and the requirements of a rockbottom 
civilian economy, and then balancing the total requirements picture 
over against the supply picture. 

In determining available supply, we take into consideration, of 
course, What would be available from domestic sources, and then we 
also take into consideration what would be available from foreign 
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sources, discounting those supplies from foreign sources by a percent- 
age that is worked out following advice from the Joint Chiefs of 
Staff and the Secretary of State. 

Then, after we have balanced the requirements over against the 
supply in that manner, we determine what the gap would be over a 
5-year emergency period, and that gap becomes our minimum stock- 
pile objective. 

In the case of the long-term stoc kpile objective, the President 
directed us to set those long-term objectives by discounting our foreign 
sources of supply 100 percent, except in the case of Canada, Mexico, 
and a few other countries very close to this country, and then he said 
that wherever the long-term objective exceeded our minimum stockpile 
objective, that we : should proceed from the minimum stockpile objec- 
tive tothe long-term stockpile objective at times when we could acquire 
the materials at prices that were favorable to the Government, and 
at times when by acquiring the materials we could help to bolster up or 
strengthen the domestic production activities, or the domestic mobili- 
zation base. 

Our minimum stockpile objectives—the value of our minimum 
stockpile objectives—is about $7,800,000,000. We actually have on 
hand at the present time about $6,100,000,000. 

The value of our long-term stockpile—that is, if we take into con- 
sideration both the minimum stockpile objective and the long-term 
stockpile objective, the overall objective is about $11,200 million, and 
as against that long-term objective we have on hand at the present 
time around $7 million worth. 

I am quoting those figures from memory and, Mr. Chairman, of 
course, I would like to have the opportunity of correcting them for 
the record. 

The CuatrrmMan. You may do so. 

Dr. Fremuine. There is someone here who can check my memory 
right now and if I am wrong, I can correct the figures immediately. 

In any case we have made substantial progress in the direction 
of achieving both our minimum and our long-term stockpile objective, 
and of course we are continuing to pursue that program. 

Now, we acquire those materials in two ways: 

In many instances we acquire them by authorizing and directing 
the General Services Administration to go out into the open market 
and to enter into contracts for the materials to bring them in and put 
them into our stockpile. 

In other instances, of course, we acquire materials under the ma- 
terials expansion programs that have been authorized under the 
Defense Production Act, and under the Defense Production Act, when 
those materials are acquired, the Government can either use them 
or resell them. If we have any room in our stockpile—in other 
words, if we have not achieved our stockpile objectives—we take the 
materials that are acquired under the expansion contracts of the 
Defense Production Act and transfer them to the stockpile, and then 
we use stockpile funds to reimburse the revolving fund of the Defense 
Production Act, and a fair percentage of the materials that are 
now in the stockpile have been acquired i in that particular way. 
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Mr. Chairman, that is just a brief summary of the situation in that 
area. 

The Cuairman. What part of the stockpile has been produced 
domestically ¢ 

Dr. FLemmine. I couldn’t answer that from memory, and of course 
it varies from material to material. I can get that figure, Mr. Chair- 
man. 

The CiatrMan. I mean generally, overall. 

Dr. FLemmine. It would be difficult for me to estimate on an over- 
all basis because it varies so sharply. For example, in the case of 
nickel we have to acquire virtually all of it from outside this country. 
We just don’t have much in this country. 

In the case of lead and zinc, for example, as we acquire lead and 
zing against our long-term stockpile objective, we acquire only newly 
mined domestic materials. We just won’t take it from abroad at all, 
because we feel that the program should contribute to a strengthen- 
ing of the domestic mobilization base. 

The CHatrmMan. How do the prices you have had to pay for ma- 
terials compare with current market prices at the time you purchased 
them ¢ 

Dr. Fiemmine. Again, Mr. Chairman, that varies. Where the 
General Services Administration purchases on the market, of course, 
they acquire at the market price. 

Some of the expansion contracts entered into under the Defense 
Production Act made provision for acquiring the materials at a so- 
called premium price. 

Again, I could give an overall figure on that, or I could give a 
breakdown, material by material. That information, when you break 
it down material by material, of course is classified. It is contained, 
however, in the classified report on the stockpile program that we file 
periodically with the Congress. We file that every 6 months, Mr. 
Chairman, with the Vice President and with the Speaker of the 
House. I am not sure just what distribution the classified report. re- 
ceives within the Congress itself, but we do file it every 6 months, and 
it is a very detailed statement or just what we are doing in connection 
with each material. 

The Cramman. And you are satisfied with the act as it now stands? 

Dr. Fuewurnc. Mr. Chairman, we are. We are simply asking for 
the two time extensions that I referred to in my testimoy. 

The Cuamman. And you don’t want any of the powers you had 
previously restored ? 

Dr. Fremuine. No, Mr. Chairman, we are perfectly satisfied with 
the powers that are conti uined in the act at the present time. 

The Cuatrman. That is rather an unusual attitude in the Ad- 
ininistration. 

Dr. Fremminc. Well, Mr. Chairman, we feel that we can do the 
job that the Congress and the President expect us to do under the 
existing authorities. At any time that we feel they are deficient, of 

course, we know, from the attitude that you and the other members 
of this committee have adopted, that you will be perfectly willing to 
have us appear before you, on rather short notice, and indicate to you 
just what our situation is, and we feel sure of the fact that if we 
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needed something additional in order to carry on the security pro- 
gram of the Nation, that this committee would take affirmative action. 

The Criamnman. There is no doubt about that. We would be glad 
to have you come in at any time if you thought you needed additional 
powers, 

Dr. — minG. Thank you, Mr. Chairman. 

Mr. Chairman, could I at this time give those figures again on the 
status 2 the stoc kpile ¢ 

At the present time, our minimum stockpile objective is $6,900,000,- 
000. I think I said $7 billion. We have inventory, or on order, at 
the present time, $514 billion of materials that can be counted towards 
the minimum stockpile objective. 

As far as our long-term stockpile objectives are concerned, over and 
above the minimum stockpile objective, those objectives are $4,300,- 
600,000. We have on hand or on order, $1,300,000,000. 

But then if you will telescope the two figures, to get the overall pro- 
grain, our overall objective, both the minimum and the long term, is 
$11.200,000,000, We have on hand, against that overall ‘objective, 
$6,800,000,000 worth. That is based on the current market prices. 
Of course, Mr. Chairman, as you and the other members of the com- 
inittee appreciate, that fluctuates rather rapidly, particularly when 
copper, for example, starts to move up, as it has in recent months; 
of course that in turn increases the value of the material in the 
stockpile, and also has the effect of pushing our objective up to some 
extent. 

But th at is the overall status of the stockpile at the present time. 

The Cnaiman. What are the most important strategic materials 
that are stockpiled ¢ 

Dr. FLemminc. Well, Mr. Chairman, just to pick two of them at 
the present time, I would say nickel and copper are extremely im- 
portant. And of course aluminium is important although we are 
now in a position where we have acquired all we need to acquire 
for the aluminum stockpile. 

The CrnarrmMan. What strategic materials that are essential are 
not produced in the United States at all? 

Dr. FLemMine. Nickel is one of our best illustrations, although 
it isn’t fair to say that no nickel is produced in the United States. 
Small amounts are now being produced in the State of Oregon. 

But outside of that, all of it comes from outside. Another good 
illustration is tin. That comes entirely from outside this country. 
Natural rubber comes entirely from outside this country. 

The Cuamman. We never have produced any tin, have we? 

Dr. Lemming. Congressman Brown, as chairman of the Joint 
Committee on Defense Production, knows that some efforts were 
made along that line in Alaska. That was a matter of rather exten- 
sive hearings a couple of years ago. But outside of that, no. 

The Cuamman. Mr. Brown—— 

Mr. Brown. Doctor, I want to congratulate you on the splendid 
statement you have made. Your responsibilities are many and I 
think you have the biggest job in the Government, and in my opinion 
you have made good. 
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Dr. Fiemmine. Thank you. 1 appreciate that, Congressman 
Brown. I appreciate it very much. 

The CuarrMan. Are there questions ? 

Mr. Tautir. Mr. Chairman—— 

The Cuairman. Dr. Talle— 

Mr. Tair. Thank you, Mr. Chairman. 

I will not ask any questions at this time, but I want to compliment 
you, Dr. Flemming, on your excellent testimony. 

Dr. FLemuine. Thank you, sir. 

Mr. Parman. Mr. Chairman— 

The Cuarrman. Mr. Patman—— 

Mr. Parman. Dr. Flemming, last year you testified, in July of 
1955, and I asked you to insert certain information in the record. 
Commencing at page 11, you inserted in the record, from the Execu- 
tive Office of the President, Office of Defense Mobilization, under 
date of July 15, 1955, certain information about the people working 
without compensation. That information covers four or five pages. 
Will you bring that information up to date / 

Dr. FLemuine. I will be very happy to, Mr. Patman. 

I think it would be much more satisfactory from your point of view, 
and probably easier to handle administratively, if we simply provided 
the information as to the persons that are on the rolls on a without- 
compensation basis, say, as of this date. 

Mr. Parman. That is right, and note any changes in the list that 
was put in last year. In other words, if certain ones are off now, indi 
cate that. If additional ones have been put on, indicate the additional 
ones. 

Dr. FLemMinc. We will be very happy to do that. 
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Mr. Parman. Mr. Chairman, will you have Secretary Weeks before 
the committee ? 

The Carman. We have asked him to appear before us. 

Mr. Parman. All right. 

The other lists were supplied by Secretary Weeks and I will ask him 
io supply them. 

Now, Dr. Flemming, recently, did not the President issue an Execu- 
tive order concerning the use of men in private industry in Govern- 
ment through a reserve system such as you have outlined here? 

Dr. FLemmine. Yes, sir, Mr. Patman, he issued an Executive order, 
section 710 (e) of the Defense Production Act, Ss passed in 1955, 
which provides that the President is further aidietanl to provide 
for the establishment and training of a nucleus executive reserve for 
employment in executive positions in Government during periods of 
emergency. Members of this executive reserve who are not full-time 
Government employees may be allowed transportation, and not to 
exceed $15 per diem, in lieu of subsistence while away from their 
homes or regular places of business for the purpose of participating in 
the executive reserve training program. 

The President is authorized to provide by regulations for the ex- 
emption of such persons who are not full-time Government employees 
from the operation of section—and so on. 

Mr. Parman. I am not questioning the authority. 

Dr. Fiemuine. He issued the order under that section. 

Mr. Patman. That is the question I am asking. If he did not issue 
the order. 

Dr. Ftemmine. That is correct. 

Mr. Patman. Do you have a copy of the order? 

Dr. Ftemmrne. I do not happen to have it. 

Mr. Patrman. Will you place a copy in the record ? 

Dr. Fremaane. I will be happy to, and if you like I will also place 
in the record a copy of a Defense Mobilization order that I issued 
under the authority of the Executive order. 

Mr. Patman. Yes, sir, I wish you would. 

Dr. FiemMine. Very well. 


[Immediate release—James C. Hagerty, press secretary to the President] 


THE Waite Houwstsr, February 16, 1956. 

The President has signed an Executive order providing for the establishment 
of a national defense executive reserve to be composed of persons selected and 
trained for employment in executive positions in the Federal Government during 
periods of emergency. The creation of a civilian reserve of this kind was author- 
ized by section 8 of the 1955 amendments of the Defense Production Act of 1950. 

The order requires the Director of the Office of Defense Mobilization to institute 
and administer the program and coordinate the establishment of executive re- 
serve units in various Federal agencies. 

Under the order, agencies designated by the ODM Director would have author- 
ity to select persons from private life and from the Government to serve in such 
units. Selection and training of the executive reservist would be carrier out in 
accordance with regulations and standards set up by ODM. 

Activities of persons by reason of their designation as reservists under the 
order are not to include action or advice on any matter pending before an agency. 
The order exempts reservists from the conflict of interest statutes only with 
respect to their mobilization training activities. 

The act—section 710 (e) of the Defense Production Act, as amended—permits 
members of the executive reserve who are not full-time Government employees 
to receive transportation and not to exceed $15 per diem in lieu of subsistence 
while away from their homes or regular places of business for the purpose of 
participating in the executive reserve training program. 
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EXECUTIVE ORDER 10660 
PROVIDING FOR THE ESTABLISHMENT OF A NATIONAL DEFENSE EXECUTIVE RESERVE 


By virtue of the authority vested in me by the Constitution and laws of the 
United States, including sections 703 (a) and 710 (e) of the Defense Production 
Act of 1950, as amended (50 U. S. C. App. 2153 (a) ; 2160 (e)), and as President 
of the United States, it is hereby ordered as follows: 

Section 1. There is hereby established in the executive branch of the Gov- 
ernment a national defense executive reserve to be composed of persons selected 
from various segments of the civilian economy and from government to be trained 
for employment in executive positions in the Federal Government during periods 
of emergency. 

Section 2. The Director of the Office of Defense Mobilization is hereby di- 
rected to institute and administer the executive reserve program; to coordinate 
the activities of other agencies in establishing units of the reserve; to provide 
for appropriate standards of recruitment and training; and to issue necessary 
rules and regulations in connection with such program. 

Section. 3. The Director of the Office of Defense Mobilization in carrying out 
his responsibilities under this order may utilize the services of other departments 
and agencies in the maintenance of agency and centralized rosters and in the 
development of training programs and materials. 

Section 4. Heads of departments and agencies of the Government designated 
by the Director of the Office of Defense Mobilization, after appropriate consulta- 
tion, are authorized to establish units of the executive reserve and to select and 
designate persons to serve as members of the units. 

Section 5. Activities of persons by reason of designation as executive reserv- 
ists under this order shall not include acting or advising on any matter pending 
before any department or agency but shall be limited to receiving training for 
mobilization assignments under the reserve program. With respect to activities 
as so limited, reservists who are not full-time Government employees shall be 
exempt from the operation of sections 281, 283, 284, 434, and 1914 of title 18, 
United States Code, and section 190 of the Revised Statutes (5 U. S. C. 99). 

SecTION 6. The director of the Office of Defense Mobilization shall report to the 
President annually, and at such other times as may be appropriate, on the prog- 
ress made in the development and operation of the executive reserve program. 


Dwicut D. EISENHOWER. 
THE WHITE Howse, February 15, 1956. 


I-Gen—DMO-21 
FEBRUARY 23, 1956 
EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MOBILIZATION ORDER-—I—21 
Subject: Providing for a national defense executive reserve 

By virtue of the authority vested in me by section 710 (e) of the Defense 
Production Act of 1950, as amended, and by Executive Order 10660, of February 
15, 1956, establishing a national defense executive reserve, and in order to facili- 
tate the development of the national defense executive reserve program as part 
of the program for readiness for any future mobilization, it is hereby ordered: 

1, Departments and agencies of the executive branch having major mobiliza- 
tion responsibilities are authorized after consultation with the Assistant Director 
for Manpower, Office of Defense Mobilization, to establish units of the executive 
reserve, select and designate members of such units, and institute programs for 
their training. Each unit of the executive reserve shall be civilian and shall be 
under the supervision of the head of the department or agency, or an official 
designated by him and responsible to him for the conduct of the program. 

2. An Interagency Executive Reserve Committee is hereby established to ad- 
vise the Director of the Office of Defense Mobilization on the coordination of 
programs of the several executive reserve units, so that a reasonable uniformity 
in administration, training methods, and adequacy of coverage of mobilizatiou 
functions can be assured. The chairman of this committee shall be designated by 
the Director of the Office of Defense Mobilization. The members shall be 
appointed by the Assistant Director for Manpower, ODM, and shall be from 


among the persons designated to direct the programs in the participating 
agencies. 
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3. There is also established an advisory committee to the Director of the Office 
of Defense Mobilization drawn from persons in private life to assist him in the 
furtherance of the program. 

4. Members of the reserve units shall be drawn as appropriate from all seg- 
ments of the economy, for example from industry, agriculture, labor, the profes- 
sions, professional societies, and from private and public institutions. They 
may include persons serving in government on a full- or part-time basis. Re- 
servists shall be persons with broad experience in such important functional 
areas as production, manpower, transportation, etc., and qualified to participate 
in an executive capacity in such areas in the event of an emergency. The numbers 
of reservists shall be limited to those for which there is a demonstrable need in 
essential mobilization functions. 

5. Each department and agency shall be responsible for avoiding the issuance 
of invitations to persons already in the reserve and avoiding excessive govern- 
mental demands on a single employer. To assist the departments and agencies 
in this responsibility, a central register of reserve members will be maintained 
by the Civil Service Commission for reference. Each department shall notify 
the Commission of persons designated as members of the reserve. 

6. Each member of the reserve will be asked to submit a statement of under- 
standing containing— 

(1) A statement of the reservist’s willingness to attend a course of train- 
ing at least once a year at Washington or regional points; 

(2) A statement of the reservist’s immediate availability for assignment 
in the event of a national emergency barring unforeseen and overriding 
reasons to the contrary; 

(3) The concurrence in (1) and (2) above of the reservist’s private 
employer, or in the case of a government employee, of a responsible official 
of his agency; 

(4) A statement that the reservist will notify the designating department 
or agency when his employment or personal status changes in such a manner 
as to make it unlikely that he would be available for full-time service in the 
event of national emergency. 

7. The degree of security clearance necessary for each reservist will be deter- 
mined by the department or agency involved in accordance with existing security 
standards. The official designation of executive reservists will be withheld until 
such security clearance is obtained. 

8. Each department and agency establishing a unit of the reserve shall estab- 
lish a training program which shall include, but not be limited to, orientation 
sessions ; continuous and up-to-date information on the government organization 
and program planned in the event of mobilization; information to keep the 
reservist fully abreast of developments in his field which affect the capacity of 
the United States to mobilize its resources in an emergency. The training pro- 
grams will be carried out at Washington and regional levels and will include 
the actual participation in the testing of mobilization plans at relocation sites. 
Appropriate manuals or handbooks shall be maintained. The Civil Service Com- 
mission shall assist in preparation of these materials as required. 

9. With respect to training activities under the reserve program, reservists 
who are not full-time Government employees are exempt in accordance with the 
provisions of Executive Order 10660 from the operation of sections 281, 283, 284, 
434, and 1914 of title 18, United States Code, and section 190 of the Revised 
Statutes (5 U. S.C. 99). Reservist training within the meaning of this section 
shall not include advising, consulting, or acting on any matter pending before the 
department or agency concerned. In the event that proper training of the re- 
servist who is not a Government employee entails one or more of such activities, 
he shall be appointed by such department or agency under appropriate authority, 
including sections 710 (b) and 710 (c) of the Defense Production Act of 1950, 
as amended. With respect to such activities, exemption from the operation of the 
conflict-of-interest statutes will depend upon the provisions of the statute and 
regulations under which the appointment is made. 

10. Each department and agency having a unit of the executive reserve shall 
report annually to the Director of the Office of Defense Mobilization regarding 
the organization, training, and state of readiness of its executive reserve unit, 
indicating its size, composition, and representation, together with recommenda- 
tions thereon. 

OFFICE OF DEFENSE MOBILIZATION, 
ArtHur S. FLEMMING, Director. 
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Mr. Parman. What disturbs me, Dr. Flemming, is this: Those 
people whose names I have seen—I am not attacking them or im- 
pugning their motives—but they are nearly all from big business con- 
cerns. Is that not your understanding ? 

Dr. Ftemminc. Well, Mr. Congressman, if you take that list that 
we supplied last time, of course, I “think that you will find that a fair 
number come from educational institutions, from labor organizations, 
and from other walks of life. 

Mr. Parman. Let’s keep it in the category of business. 

Dr. FLtemnine. All right. 

Mr. Parman. In the category of business they come from big busi- 
ness, do they not; necessar ily so, because the little-business man is not 
in a position to leave his business and come to Washington for con- 
sultations or for other reasons, and he does not have a man who can 
step into his shoes, and is not in a position to pay his expenses and 
things like that, which are ordinarily required. Of course, in some 
instances, I know they get their expenses, but that is a minor part. 

Dr. FLtemmrnea. If you are thinking in terms of people coming in 
and spending 6 months or a year or something of that kind, I think 
it does present a very real problem as far as small-business men are 
concerned. 

However, if you are thinking in terms of people coming in, say, once 
a month or once every 2 or 3 months, to serve on an advisory committee, 
or coming in as individuals to consult with a particular department, 
then I do not think it does present the same problem. 

Mr. Parman. It is better for their business though, to have a person 
they do not have to release more than once or 2 or 3 months, and they 
are in a position to get that information, and in getting that informa- 
tion the big man is in a better position than the little man because 
he is in the know. 

Do you not think it would be a better plan, Dr. Flemming, for the 
Government to build up a good career service, and have people who 
can serve with the knowledge and know-how, and other information 
in time of war or peace, and not be required to mobilize any additional 
people in the event of war? Is that not preferable to bringing in 
people who have a natural selfish interest in production and profits 
and things of that nature? 

Dr. Fiemmine. Congressman Patman, I think I would possibly 
agree with you that from one point of view it might be an ideal situa- 
tion if we build up a large enough staff of career civil servants, so that 
they could take care of any of the duties and responsibilities that might 
devolve upon government in the event of general mobilization, but 
frankly I do not think the Government of the United States could 
afford a program of that kind. 

Then, as you know, during World War II, I served as a member of 
the Civil Service C ommission, and was given responsibility by my two 
colleagues for our part in the war program, so that I lived rather 
closely to that problem, and we al not have had a chance in the 
world of dealing with the World War II problems if it had not been 
possible for us to bring people in from the outside. The same thing 
was true as far as the Korean war was concerned. 

Congressman Patman, I would just like to go back into history to 
this extent, to show that the problem that you suggest is a very real 
one, and it is one which has given a great many people pause over the 
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period of the last 15 or 20 years, but I think that all of us who have 
worked on it have finally come out at the same point. 

For example: In the early days of World War II, the Senate 
Special Investigating Committee, which was then under the chair- 
manship of former President Truman, went into this problem very 
exhaustively, and they filed a report, which was rather critical of 
the way in which the administration was bringing in what we then 
called dollar-a-year men. We did not call them “without-compen- 
sation” people at that time, but “dollar-a-year” men. And L know 
many of us who were working on the personnel problems at that time 
were sympathetic with the ‘approach that was taken by the com- 
mittee, but as our program stepped up we found that it was abso- 
lutely essential to bring in the so-called dollar-a-year men. 

When the Defense Production Act was first passed, following the 
outbreak of hostilities in Korea, Congress inserted a provision which 
made it possible to bring in the without-compensation people, and 
to exempt them from the conflict-of-interest statute. That provision 
in the Defense Production Act, however, called for an Executive 
order, and it is my understanding that the then President Truman, 

ecalling the investigation that he had conducted in the early days of 
World War II, was reluctant to have the Government in a position 
where it was employing a great many people on a without-compensa 
tion basis, and exempting “them from the conflict-of-interest statute. 
However, he decided, from a management point of view, that it was 
absolutely essential to have their services, and so he did issue the 
Executive order. 

Now, Mr. Congressman, it seems to me, as I look back over the World 
War Ii period, and as I look back over the post- Korea period, and 
as I look back over the period of the last 3 years, that the record 
that has been made by those who have come in and who have served 
on a dollar-a-year basis or a without-compensation basis, under three 
administrations now, has been an outstanding record. 

They have come in, ofttimes at real sacrifice—because I do not 
care what you say about a man continuing to draw his same salary, he 
may draw in same salary but after he has put in a year or two down 
here, and goes back, he will find that the vacancy that his departure 
created has probably been filled, and his career, within his own busi- 
ness or industry or within his own organization, or within his own 
educational institution, may suffer very definitely as a result of the 
service that he has rendered. So I do not think that, basically, 
people are furthering any selfish interests when they come down and 
serve in that capacity. 

But their employment, their actions, have been subject—and very 
properly so—to very careful scrutiny on the part of committees of 
Congress, now, over a period of 15 to 20 years, and here and there 
a record has been developed which shows that someone has not used 
the best judgment, thinking in terms of the interests of the public 
asa whole. But when you ‘think of the thousands and tens of thou- 
sands who have been employed under those particular regulations, 
and when you think of the fact that in the judgment of everyone who 
knew them, they rendered outstanding service to their Nation, and 
when you think of the fact that very few have proved to be faithless 
to their public trust, I would say that the executive branch and the 
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legislative branch working together—and that is what they have 
had to do, it has been a joint partnership proposition, between the 
executive and legislative branch—have done a superb job of making 
available highly competent technical personnel to the Government, at 
a very critical period in the history of our Nation. 

They could not have functioned if they did not have back of them 
some very fine career civil servants, and as you know, I am one of 
those who believe that we should do everything we possibly can to 
strengthen our career civil service, and that everything we do along 
that line in the long run is going to pay dividends. 

But I would say that—and this is a generalization subject to excep- 
tions—but I would say that on a percentage basis—if you want to 
look at it just negatively, the percentage of those who have failed, or 
who have proved faithless to a public trust, among those who have 
served on a without-compensation basis, is no greater than the per- 
centage of those who have proved faithless to a public trust and who 
have been serving on a full-time basis and been paid a regular Govern- 
ment salary. 

It seems to me that the nature of the conditions surrounding the 
employment is not the key to it. The key to it is the character of the 
person brought in, whether he is brought in as a without-compensation 
employee, or as a career civil servant, or a person appointed by the 
President and confirmed by the Senate. And every now and then we 
make a mistake, all of us, in employing people, whether it be for the 
Government or for other types of operations, we make a mistake in 
evaluating character, and then we have to correct the situation. 

But on the whole, I think that the executive branch and the legisla- 
tive branch, working together as they have, from World War II, right 
down to the present time, have done a superb job in making it possible 
for this type of person to come in and render what in my judgment is 
an outstanding service to the country. 

Mr. Patman. Well, Dr. Flemming, I did not interrupt you because 
I wanted you to put your whole case on the table, and you have put 
up a good defense for these dollar-a-year men, we will call them, in 
time of war, and I am in accord with every word you say, but every- 
thing you said was based upon patriotism in time of war. 

The concern I have is continuing this same policy in time of peace, 
and giving large concerns whose representatives do not have that 
patriotic urge, in time of peace, which they would have in time of war, 
the opportunity to continue on the same policy, and naturally obtain 
the planning schedules and programs of the Government. They just 
naturally find out what the i sca is going to do, they just natu- 
rally get tips on things which they would not get otherwise. They 
secure knowledge and information which they would not obtain other- 
wise, and those who are fortunate enough to be in those positions, and 
represent certain companies, naturally have a great advantage over 
those companies who do not have representatives connected with the 
Government. 

I just wonder why it would not be better, Dr. Flemming, for you to 
just consult with whoever you want to consult with every time, rather 
than be tied down to a certain committee representing certain com- 
panies every time. Why could not you, Dr. Flemming, go out and, 
through your agents, make your own personal investigation, talk to 
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little-business men, big-business men, in all categories and sizes, rather 
than be tied down to a select committee? What do you say in answer 
to that specific question? Could not you do the job as well if you were 
privileged to get out and make your own investigation on any par- 
ticular point that you wanted to cover, as you would if you had a tied 
down, select committee to confer with ? 

Dr. Ftemmine. My answer to that, Congressman Patman, is, no. I 
do not think it is a case of either or, I think it is a case of both and. 
Actually, of course, the advisory committees to which I have referred, 
I think probably are a little different type of committee than you have 
inmind. I think your questions are directed more to the type of com- 
mittee that advices the BDSA of the Department of Commerce in 
connection with the discharge of their duties. 

For example, the Science Advisory Committee to which I have re- 
ferred, is one illustration. The health resources advisory committee 
is another illustration. A labor-management manpower committee, 
made up of representatives of both labor and management 

Mr. Rosai. I think you answered my question when you gave a 
categorical no. 

Dr, Fiemmine. Yes, sir. 

Mr. Parman. Although I like to hear you speak, you are a very in- 
teresting speaker and you are very logical in your approach and make 
a good argument. I just have to ask these questions or I will not get 
them out of my system. 

Dr. Firemminea. All right, Congressman, I will be happy to have 
you do it. 

Mr. Parman. Take the nickel committee. Who is your advisory 
committee on that? 

Dr. Ftemmine. I do not have an advisory committee on nickel. 

Mr. Parman. What do you do when you want to advise on nickel ? 

Dr. Ftemminea. As I explained earlier, I did feel the need for some 
special advice within the past few weeks or months, rather, and con- 
sequently I brought in, as a special consultant, under the authority 
of the Defense Production Act, Mr. Townsend, who is one of the top 
officials of Sandia. 

Mr. Parman. All right. You have answered my question, you do 
not have an advisory committee on nickel and you had a special occa- 
sion and you called Mr. Townsend in. You testified to that a while 
ago. Iam satisfied with that answer. 

Now, do you have an advisory committee on practically every stra- 
tegic material ? 

Dr. Ftemmine. We do not have any advisory committees in the 
materials filed with the one exception of titanium. We do have a 
special advisory committee in that area, made up of one Government 
official—well, made up of more than one, one is Assistant Secretary 
Wormser of the Department of the Interior, and then also Assistant 
Secretary Pike of Supply and Logistics from the Department of De- 
fense, and a Dr. Kellogg, who is a professor in the school of engineer- 
ing at Columbia University, and one person from outside whose name 
escapesme. Dr. A. J. Phillips, I am told, of American Smelting & Re- 
fining. That is the only materials advisory committee that I have in 
ODM. 

Mr. Parman. And I find myself in accord with every word you say 
about wartime. But I do shudder to think, Doctor, that there is a 
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possibility of people moving in on our Government in time of peace 
and getting the benefit of all the Government’s plans and programs, 
and inside information, and using that information in a selfish way. 

You know selfishness, I think, in addition, to self-interest, I think 
even selfishness, to an extent, enters into our private enterprise system. 
We just cannot help it. And whenever we let people go into our 
Government and know everything that is going on, what is likely to 
be produced, what is likely to be considered a critical material, what 
is likely to be done in purchasing that material—all the plans and pro- 
grams, it seems to me a very dangerous thing in time of peace. 

I am not criticizing big business. They served a good purpose in 
time of war. They furnished the know-how, and they did us a great 
service, and I commend them for it. I am not criticizing any concern 
just because it is big. I am only criticizing them when they use that 
size and weight to the detriment of the public and to the detriment 
of their small competitors, and certainly people who work for concerns 
are loyal to those concerns. 

I think a person working for a big corporation will probably do 
things that he himself would not do at all, that he would consider 
unehical or wrong, but working for somebody else and not doing it 
for himself, I think sometimes they are prone to do things for the 
large concern or small concern they are working for that they would 
not do for themselves at all, because they would think it wrong. And 
that is because they are loyal to that concern. They want to do every- 
thing possible to further the interest of that concern. 

Then you put a person like that in the Government and give him all 
these advantages—I think it is just too much to expect our private en- 
terprise system to survive, and it looks to me right now as though big 
business 1s moving in on our Government and taking charge. I am 
not criticizing anyone who takes the opposite view. You take the view 
it is helpful to the Government. I have no right to criticize you. I 
certainly do not condemn you for your views. You have as much right 
to them as I have. But I think it is a dark day in our Government 
when big business has moved in in important places and is, you might 
say, running the Government, directing its policies, knowing what the 
Government is going to be doing in the future, taking advantage of it, 
using it for their own selfish ends, which we naturally must expect hu- 
man beings to do. 

I think we are going through a very trying period and I hope you 
give great consideration to that, Dr. Flemming, and make sure that 
there are no abuses, or just as few as possible, in the use of people in 
industry and business in Government positions. 

I know that they do not direct policy. Certainly they do not direct 
policy. But certain people can be around certain committees and they 
have great weight. You know that and I do, too. They are just there. 
They are consultants. They have something to do with it. They are 
part of it. They have a position of advantage, and I certainly hope 
that you will give consideration to that problem and watch it because 
J certainly do not want to see anything happen to this Government. | 
think we have the finest and best government in the world. Of course, 
there is no dispute, and it is unnecessary to say it, but I am afraid we 
might bring the house down over our heads if we let these men move 
in and do things for their own advantage which might be against pub- 
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lic interest. We might destroy our good Government. It might not 
«o Communist, but it might go Fascist. 

Dr. Fiemmine. Could I comment on just 1 or 2 observations that 

you have made? 
’ First of all, technically, of course, you are correct when you say that 
this is a time of peace—that is, we are not engaged in hostility and all 
of us, of course, are very thankful for that. On the other hand, I think 
that we do have to keep uppermost in our minds the fact that we are 
engaged in the most extensive mobilization program that this Nation— 
and probably any other nation—has ever undertaken, at a time when 
it was not engaged in actual hostility. 

After all, a program which calls for the submission of a Defense 
Department budget of $3514 billion for just 1 year, is a program of 
tremendous magnitude, and one that introduces all kinds of complexi- 
ties into the operations of the Government. 

I think we should keep in mind the fact that we are addressing our- 
selves to the authority that the Congress has given under this particu- 
lar act, keeping in mind the fact that in granting the authority given 
that under certain conditions the conflict-of-interest statute can be 
waived. 

The President is further authorized to the extent that he deems it 
necessary and appropriate, to carry out the provisions of this act. 
That is all we are talking about here, carrying out the provisions of 
the Defense Production Act, which is basic to a mobilization program, 
that involves the expenditure of $351, billion. 

Mr. Parman. And may I interrupt, and it includes conflict-of- 
interest on the face of it. You read it there. That is a part of it. 
That is the first thing. In other words, you are taking people who 
have a conflict of interest. 

Dr. FLeEmminG. We know that and we are trusting them in time of 
peace. We are asking them to assist us in carrying forward a mobili- 
zation program of $351, billion. 

Now, the Congress, it seems to me, has been very careful to sur- 
round this delegation of authority with safeguards. For example, 
it says “Appointees shall, when policy matters are involved, be lim- 
ited to advising appropriate full-time, salaried Government officials 
who are responsible for making policy decisions.” And then the Con- 
gress went on and put into the Defense Production Act, all of the 
provisions that President Truman put in his Executive order, de- 
signed to safeguard this. 

Mr. Parman. Now, wait, you have brought Mr. Truman in 2 or 3 
times to praise him. I think it is very nice that you would. But Mr. 
Truman put that in in time of war. I am distinguishing between 
time of war and time of peace. That is the point I am trying to 
make. 

I recall what Mr. Truman did. I think it was all right, but that was 
in time of war. I am speaking about time of peace. Letting these 
people who have a conflict of interest, with the Government, on its 
face, come in here with the Government, and help the Government 
with their plans and recommendations. 

Mr. Botron. Does the gentleman wish to suggest there are 2 stand- 
ards of morality, 1 during war and 1 during peace? 
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Mr. Parman. I would not place it on that basis but there is more 
urge to be patriotic during time of war. And I think a person in 
time of war would be more careful to not do anything to his selfish 
interest and advantage, as he might in time of peace, because his 
feeling toward his country, from a patriotic peck core I think, is 
a lot greater in time of war and I think the gentleman would agree 
with me. 

Dr. Firemmine. Can I very respectfully disagree at that point. I 
know of no point when our Nation has been faced with a more criti- 
cal or serious situation than faces it in the kind of a world in which 
we are living at the present time, and this Congress, and the executive 
branch, are constantly affirming and reaffirming that particular fact, 
as they continue in existence, extraordinary powers and delegations, 
as they continue to appropriate $35 to $40 billion a year to carry 
forward a mobilization program, and what are our objectives? Our 
hope, as citizens of this Nation, is that by carrying forward this kind 
of a program we will be able to develop a strength which will deter 
the possible aggressor, or if that does not happen, that we will de- 
velop a strength that will enable us to successfully defend our freedom. 

IT do not know of any situation which has ever existed in the history 
of the Nation which would call for a greater expression of patriotism 
on the part of the citizens of this Nation than the situation that exists 
right today. 

Of course, I find it very difficult to believe that a man from any 
walk of life, business, industry, or education, labor organization or 
any other walk of life, would come in and take an oath of office, under 
present conditions, and adhere to any different standards than he 
would adhere to when we were actually engaged in hostilities. 

It seems to me that this is a program that we must pursue with a 
desparate sense of urgency. 

Mr. Parman. Do you think that in time of peace a person would 
have the same urge to desist and refrain from doing anything selfish 
that would help his company, from in time of hostilities? 

Dr. Ftemmine. I would say that under present conditions, he would 
have certainly the same urge, no question about it at all. 

Mr. Patman. I want to close with this thought. You are respon- 
sible for this program. You pick these people. 

Dr. Ftemmrinea. That is correct. 

Mr. Parman. And I certainly hope you pick them so that they will 
not use their authority for selfish actions. 

Dr. Ftemmine. Congressmen, I will certainly do my best. 

Mr. Parman. And I hope you watch the administration of this 
program very carefully, because it does not look good to me to see so 
many big businessmen right in there helping run this Government, 
knowing all its plans, getting all the advantages and benefits that a 
person can get under those circumstances. 

It does not make sense to me, but I am not saying anything more 
about it because I do not think there is anything I can do about it. 

Mr. Kirpurn. Mr. Chairman 

The Cuatrman. Mr. Kilburn 

Mr. Kireurn. Just 1 or 2 short questions. 

Tf I understand this thing correctly, you try to pick men of honor 
and integrity ? 
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Dr. Fremmine. Correct, Mr. Congressman, whether they are 
WOC’s, WAE’s, or serve on a full-time basis. 

Mr. Kitpurn. Everybody in business in this country is not a 
crook. 

Dr. FLtemmine. Certainly not. Far from it. 

Mr. Kirsurn. And you have to do with a big program. 

Dr. Firemmine. Yes, sir. 

Mr. Kirgurn. And you naturally have to get advice from people 
experienced with big programs. 

Dr. Fiemmine. That is correct. 

Mr. Kitgurn. I think you are doing just right. 

Mr. Moutrer. Mr. Chairman 

The CuHatrmMan. Mr. Multer 

Mr. Mutter. Dr. Flemming, on page 4 of your statement, you refer 
to the fact that of 227 expansion goals established, only 32 now remain 
open. 

Dr. Fiemmine. Yes, sir. 

Mr. Mouurer. Is there anything classified as to the information of 
the 32 that remain open? 

Dr. Ftemmina. No, Mr. Congressman, I have them here and I will 
be glad to supply them for the record. 

Mr. Mutter. If you will, please. 

Dr. Fiemminea. Very well. 

(The information requested follows :) 








List III—Open 











Goal - | Deseygate 
No, | Title agency 
1222 | Aluminum forging facilities...................-.___- ; iebseeeas _.---.------} Commerce. 
120 | Chromite, chemical grade. -...............-.-..--- . ‘ Misti 2 ; Interior. 
se Re ey CESAR TSE Hadwattecas : bee | Commerce. 
99 | Heavy aluminum aircraft forgings ._ a neewdcegupwied | Do. 
206 | Laboratories, research and devel pment (Defense ' ; | Do. 
198 | Medical supplies and equipment. -_.__........_.....-_-- 7 re Shame Do. 
ie oeneeoraacionaedbleltt Geukatelng phair et @ x Interior. 
| LM (ea Eee Ay eee ere ree Hi et pest sesieseldsse ; Do. 
165 | Petroleam—refined capacity - Do. 
2226 | Oil and gas pipelines and petre jleum storage facilities (specific defe = program) __} Do. 
225 | Power facilities for military, atomic energy, and defense related needs | Do. 
224 | Production facilities for military and atomic energy procurement. _- | Commerce. 
227 | Roll-on, roll-off ships : ; oihy Do. 
176 | Scientific instruments - ______-_-- , Do 
BUT SPN Ut . cong Gcnousi cud Zone 5 ‘ Interior. 
76 | Steam boilers_._...._.__- i el Se Commerce. 
74 | Steam turbines______- - ; : Do. 
181 | Steel castings. __ . 5 Do. 
228 | Substitutes for Strategic natural. Interior. 
127 | Tankers, ocean-going Commerce. 
134 | Tapered aluminum sheet_ Do. 
215 | Titanium melting facilities _ - - ; Do. 
223 | Titanium processing facilities _- aa Do. 
91 | Welded aluminum tubing Do. 
In addition, the follow ing ne are tec hnically open but are oversubscribed and 
are currently under review 
1148 | Aircraft, commercial____ asa ae aeeaiicapstin Do. 
207 | Alkylate Interior 
177 Aluminum sheet- peace ing and heat-treating facilities Commerce, 
56 | Copper... : : 2 2 Interior. 
168 | Freight cars eet weer a . —— ICC. 
212 | Heavy steel plates Commerce 
187 | Manganese ore, battery and chemical grade i e : Interir. 
1163 | Rutile_. . eg Ek maton > ale ae ‘ Do, 


! Previously suspended on Aug. 11, 1955. 
2 New goal. 
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Mr. Murer. Now, you have told us, I believe, that under the pro- 
vision written into the law last year, section 710 (e), the President 
has issued a directive and the Administration has proceeded to estab- 
lish and to train this nucleus executive reserve. 

Dr. FLemmMrinG. That is correct. 

Mr. Mutter. In the training of that executive reserve, there is 
made available to them the same information that is made available 
to all other employees of the Government, or other appointees of the 
Government, is that correct ? 

Dr. Ftemmine. Not necessarily, Mr. Congressman. Take the case 
of executive reservists in our own organization. The information 
that is made available to them is the information only that they would 
need to know in order to perform effectively in the kind of a position 
that we have in mind for them in the event we should move into 
general mobilization. 

Mr. Mutrer. Well, for instance, if a man is to be trained as a 
director of a division of the Government, he is shown how that divi- 
sion operates ¢ 

Dr. Ftemmina. That is correct, and how it would operate under 
conditions of general mobilization. 

Mr. Murer. And he is acquainted with the policy of the particular 
division or department ? 

Dr. FLemmMinc. Surely. 

Mr. Murer. And also acquainted with how the policy is made? 

Dr. FLemmrine. How it is made at the present time, yes, sir, and 
how it would be made under war conditions. 

Mr. Muurer. Can you think of any reason why those persons should 
be exempted from the requirements and limitations placed upon 
WOC’s? I am talking about the requirements written into section 
710 (e) of the act. 

Dr. Ftemmine. Mr. Congressman, under the Executive order that 
the President issued, under 710 (e)—I do not have a copy of that 
order—but it does contain a provision which specifically prohibits 
people called in for training from participating in any of the current 
operations of a Government department or agency. 

For example, in my own order, which I issued supplementary to 
the President’s order, I said this: 

With respect to training activities under the reserve program, reservists who 
are not full-time Government employees are exempt, in accordance with the 
provisions of Executive Order 10660, from the operation of the conflict-of-in- 
terests statute. Reservists training within the meaning of this section, shall 
not include advising, consulting, or acting on any matter pending before the 
department or agency concerned. In the event that proper training of the 
reservist who is not a Government employee, entails one or more of such activi- 
ties, he shall be appointed by such department or agency, under appropriate 
authority, including section 710 (b) and (c), of the Defense Production Act, 
as amended. 

And under those conditions he would be required, of course, to ad- 
here to all of the provisions in those two sections. 

With respect to such activities, exemption from the operation of the conflict- 
of-interest statutes will depend upon the provisions of the statute and regulations 
under which an appointment is made. 

In other words, the minute he moves over into the area of doing 
anything in connection with the current operations of the Government, 
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he must then be appointed under the provisions of 710 (b) and (c) 
and is subject to all of the restrictions contained in those sections. 

Mr. Moutrer. That being so, why should not the law be amended so 
as to make that mandatory, rather than leaving it discretionary with 
any agency or governmental head ? 

Dr. FLemmine. Well, Mr. Congressman, the President, in his order, 
and the Director of ODM in his order, have not made it discret ionary. 
They have made it mandatory. 

Mr. Mutrer. By executive order ? 

Dr. FLemmine. That is correct. 

Mr. Mutter. He can revoke that order if he wants to? 

Dr. FLemmine. That is true. 

Mr. Mutrer. My question is, if we have made it m: undatory in one 
section of the act as to one group, why should we make it discretionary 
as to another group ? 

Dr. Fiemmine. Obviously I could not quarrel with the suggestion 
that that part of the President’s Executive order and of my own order 
be made a part of thelaw. I have no objection to that at all. 

Mr. Murer. Did any of the WOC’s in your department fail to fur- 
nish or refuse to furnish the information required by section 710, as 
amended ¢ 

Dr. FLemuine. I know of none. That is why I said that the provi- 
sions which have been written into the law have not impaired our abil- 
ity to acquire the services of such persons. 

Mr. Mutrer. I do not have the newspaper item in front of me, un- 
fortunately, but there was some newspaper publicity indicating that 
some of these WOC’s have refused to furnish the information and 
given up their connections with Government. Did that happen in 
your department ? 

Dr. Ftemoinea. It did not happen in our department and, Congress- 
man, I think that is just a little confusing, because other departments 
did what we did. Where we were not using a person actively we did 
not even request him to furnish the information. We simply dropped 
him. At any time that we need his services, we will ask him to furnish 
the information. 

Mr. Mutter. Dr. Flemming, you are a member of the President’s 
Advisory Committee on Government Organization / 

Dr. FLemmine. That is correct. 

Mr. Mutter. Does that committee have jurisdiction to review what 
departments are using WOC’s, and to what extent ? 

Dr. Femi. No, C ongressman, that is simply a committee ap- 
pointed by the President to advise him personally on organizational 
matters that might be referred to him, or organizational proposals that 
he wanted us to take a look at. Under the prov isions of the law as I] 
recall it, the Chairman of the Civil Service Commission is required 
to survey the use of the WOC’s and the WAE’s and to make a periodic 
report to Congress. 

Mr. Muurer. The report is made to the President and to the Joint 
Committee on Defense Production ? 

Dr. Ftemmine. That is correct. 

Mr. Mutrer. Does the Business and Defense Services Administra- 
tion of the Department of Commerce cooperate with your department / 

Dr. FLemmina. Mr. Multer, we have delegated certain authorities 

74607—56——5 
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to account to the Secretary of Commerce, and in many instance he, in 
turn, relies on BDSA to carry out those delegations. 

Mr. Mutrer. Is it your duty to oversee the entire operation of those 
functions which you have delegated to Commerce and which it, in 
turn, has delegated to the Business and Defense Services Adminis- 
tration ¢ 

Dr. Fremmine. I feel that I should function in this way—that | 
should set the policies under which these various programs are to be 
carried out, I should delegate authority to act to operating de- 
partments and agencies, and then I should check up, from time to 
time, to see to it that they are acting in conformity with the overall 
policies. 

Mr. Mutter. Do you see any reason why that division of Commerce 
should not follow the law as laid down in section 710 with reference 
to WOC’s? 

Dr. Fiemmrinc. I do not see any reason, but I think they are re- 
quired to follow it. There is not any question about that in my mind. 

Mr. Mutter. If they are not following it then you ought to seek 
some other agency to do the work that you have delegated to that 
department ? 

Dr. Fiemmine. If they are not following it they are obviously in 
conflict with the law and that is a matter that the Congress had placed 
with the Chairman of the Civil Service Commission. 

Mr. Mutrer. Of course, this next question, I suppose, should be 
directed to the Secretary of Commerce rather than you, but in view 
of your very necessary interest in the functions of the Department, 
perhaps you can answer it. 

The Congressional Directory for this session of Congress shows that 
in this division of the Department of Commerce—BDSA—they still 
have, out of a total of 20 directors in the industry divisions, 16 WOC's 
as directors, and only 4 full-time directors, while they have some 20 
deputy directors who are full time, and 3 WOC’s. 

I do not know what the situation is with reference to those WOC’s 
and directors since the first of the year or since this directory was 
published, but that seems to be in direct violation of the law, to have 
these directors, who serve on a 6 months’ basis, WOC’s who serve on 
a 6 months’ basis, as directors of these divisions. 

Dr. FLemuinc. Mr. Congressman, it seems to me that that is a 
psa that should be addressed to the Secretary of Commerce, be- 

‘ause what I do is to, as I say, delegate authority to act and then 
ak up to see that action is taken in conformity with the overall 
policies. 

I do not have any responsibilities for the internal administration 
of the Department of Commerce. The only outside agency that has 
any responsibility in this area would be the Chairman of the Civil 
Service Commission. 

Mr. Mutter. I understand from Mr. Brown that his committee, of 
which he is chairman, the Joint Committee on Defense Production, 
has been sitting on this and trying to get it straightened out. But 
[ will also address my question to Mr. Weeks when he comes before 
us, but I do suggest to you, since these are functions you have dele- 
gated, that you also should look into it. 

I think if is incumbent upon you, Dr. Flemming, and I do respect- 
fully make the suggestion, that you do see that any function of your 
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department which is delegated to another department is going to be 
carried out by persons acting in strict accordance with the law. 

It may be that at the time the information went to the directory 
they did not have time to change over, but it does not seem reasonable 
to me to think that from the time we passed these amendments to 
the Defense Production Act, in August of 1955, up to the beginning 
of 1956, that they did not have time to make the changes. 

It seems to me an alarming situation that out of 20, they still have 
16 WOC’s directors of departments, when it is contray to law. My 
opinion is that if the reputy director who is a full-time paid employee, 
cannot do the job of director, he should not be there as deputy director, 
having in mind that his director is changing every 6 months. 

Dr. Fitemminc. I am just no in a position to comment on that, 
Congressman. 

Mr. Muturer. There has been some talk about the administration 
having prepared some standby controls, proposed standby control leg- 
islation. Can you tell us anything about that? By “talk,” I mean 
newspaper items. 

Dr. FLemmine. Congressman, obviously one of our responsibilities 
in the general planning area encompasses the whole field of stabiliza- 
tion, and we are constantly trying to keep ourselves in a position where 
if it became necessary to move into general mobilization we could come 
before this committee with specific proposals for the committee to 
consider. 

Mr. Mutrer. Have those specific proposals been brought to the 
point where you have a proposed bill ready to submit in the event it 
becomes necessary ? 

Dr. FLpmoine. It is not in the form of a proposed bill. What we 
are trying to do is to clear up in our own minds the kind of basic 
principles that would underlie any proposal of that kind. 

Mr. Mutrer. I think we can agree that as of today there is no 
need for controls. 

Dr. FLemmine. That is right. 

Mr. Muurer. General controls, other than we have on the statute 
books. 

Dr. FLemmine. That is correct. 

Mr. Murer. There is no need today to enact any law permitting 
the Federal Government to control anything beyond what we have 
now in your administration ? 

Dr. Ftemmine. That is right. 

Mr. Mutrer. We do not need any price control, we do not need any 
general embargoes or things of that kind ? 1 

Dr. Ftemmine. That is correct. 

Mr. Mutrer. We do not need any wage controls ? 

Dr. Ftemmtine. Correct. 

Mr. Mutrer. At this time. 

Dr. Femina. That is our position. 

Mr. Mucrer. In the event, however 

The Cuairman. Will the gentleman yield? 

Mr. Muurer. Yes. 

The Cuatrman. The doctor said he does not want any controls at 
the present time in his statement, as I understand it. 

Dr. FLemomine. That is correct. 
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The Cuarrman. He does not want any controls, and if he subse- 
quently wants controls he will ask the committee. 

Dr. Ftemminc. That is correct. 

Mr. Mutrer. I observed that in his statement, Mr. Chairman. 

Dr. Flemming, in the event it becomes necessary to mobilize the 
country, in the event of hostilities being commenced, we would then 
need controls to a much greater extent than we have today ? 

Dr. FLemmine. In my judgment we would; yes. 

Mr. Muurer. And that would include overall controls, price con- 
trols, wage controls, allocations of materials and whatnot? 

Dr. Ftemmine. Let me put it this way : Again, I have to break down 
a question of that kind. You appreciate we could be called upon to 
enter into general mobilization under varying sets of circumstances? 

Mr. Mutrer. Yes, sir. 

Dr. Fiemmine. I would say, however, that if it became necessary 
for us to move into a period of general mobilization as a result of 
hostilities, we would certainly then want to come before this committee 
and ask for authority to impose overall controls. 

After the authority had been granted, it might not be necessary to 
impose those controls the next day, or it might be. I do not know. It 
would depend on the conditions that might exist at that time. But I 
would certainly feel that it would then be necessary for us to come 
before the committee and ask for additions to the Defense Production 
Act just as I suggested to the chairman. 

Mr. Murer. While all of us hope that nothing is going to happen 
in the immediate future or in the far future, these hostilities, if they 
break out, might break out at a time when Congress is not in session. 

Dr. Ftemmrine. Yes, sir; but I am assuming now mobilization with- 
out attack on this country, and that Congress would respond very 
quickly to a call to a special session, and with modern methods of 
transportation I do not think it would take very long for this com- 
mittee, for example, to be sitting and ready to listen to any proposals 
we desired to make. 

Mr. Mvtrer. You do not think we should have standby control legis- 
lation on the books now, when everything is peaceful and calm, rela- 
tively speaking, when putting such law on the books would not arouse 
a psychologically bad reaction, economically. You do not think it 
would be wise to do it now as against the time when the President may 
have to use them in the event of hostilities ? 

Dr. FLemmrine. Our position has been that it would not be wise to 
do that, Congressman. 

The CuHatrman. I have no doubt if any great emergency occurred, 
Congress would come back very quickly. 

Dr. Ftemmine. That is right. 

The Cuatrman. And could consider controls at that time. 

Dr. Fremoine. That is right. 

Mr. Mutrer. And our experience thus far has been that it has 
been a matter of months even after Congress has been brought back, 
even when Congress is assembled immediately, it takes months to 
get control legislation on the books. Has not that been our past 
history ? 

Dr. FLemminc. That has been our past history but in this as in 
other areas we have been forced to profit by our experiences and I 
feel that the executive branch would be in a much better position to 





se- 


she 
en 


on- 
wh 
es? 


Ary 
of 
tee 


to 

It 
it I 
me 
ion 


pen 
hey 
on. 
ith- 
ery 
- of 
m- 
sals 


viS- 
ela- 
use 
<x it 
nay 


e to 


red, 





cigs capiiedetatie 





eA at ween iabia 





DEFENSE PRODUCTION ACT—1956 65 


place a program before the Congress, and I feel that the Congress 
would recognize the absolute necessity and urgency of acting very 
quickly and promptly and would do so. 

Mr. Mutter. I think when that time comes we will have the same 
trouble of trying to roll back prices and everything else, which we 
have learned that we cannot do. I think we are making a serious mis- 
take in not having standby control legislation on the books, ready to 
be put into effect by Executive order when the time arises if it becomes 
necessary. 

Dr. FLemoine. I appreciate there are those who lean to the point 
of view that you have expressed and I respect the sincerity of your 
position on that point. 

As you know, we have tried to weigh it very carefully and have de- 
cided that in the long run we would get better results doing it in the 
way I have suggested. Because first of all, it seems to me that it 
would be very difficult for us to sit here today and visualize the kind of 
a law that we should put on the statute books. 

Mr. Mutrer. Standby controls ought to be a very simple operation, 
and its details can then be worked out in the period of months after 
the emergency occurs. But this is another area where I hope you are 
right and I am wrong. 

Dr. Fiemnine. All right. 

Mr. Wiwnatt. Dr. Flemming, I, too, would like to compliment you 
on your forthright and excellent testimony. 

Dr. Ftemuine. Thank you. 

Mr. Wipna.t. Personally, I resent any implications or inferences 
that are made from time to time, that to obtain patriotism and honesty 
in Government you have got to put somebody on the public payroll. 
I am very much interested in the testimony that you have given, say- 
ing that you felt the same low percentages pertained, as to violations 
of trust, with the WOC people as to those in civil service. 

I sometimes think that some people are a little bit afraid that the 
program they have in Switzerland might spread to the United States, 
where the President and the members of the legislature serve without 
compensation. 

Mr. Vanik. I would like to ask you, Doctor, what is the aggregate 
of the quick amortization certificates which have been granted to this 
time, in dollars? 

Dr. FLemmine. In dollars, it approximates $21 billion. May I just 
add to that this statement; The total capital investment contemplated 
by the certificates runs around 35 billion dollars and of that amount 
approximately 60 percent on an average has been subject to the rapid 
tax amortization or a total of around $21 billion. 

Mr. Bouron. Doctor, that is since what time? Over what period? 

Mr. VaniK. Since the initial inception of the program ¢ 

Dr. Ftemuine. Yes, sir, since 1950. 

Mr. Vanix. That is the beginning of the program to this point? 

Dr. Ftemmine. Yes, sir. 

Mr. Vanrk. Have you any estimate as to what this device has cost 
the country in lost income tax revenues ? 

_ Dr. Fiemmrne. Mr. Congressman, we do not, and in my judgment 
it is absolutely impossible for anyone to figure that, because of the fact 
that our tax laws have a way of changing, over a period of time, and 
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the tax law could change in such a way, for example, that over a period 
of 10 years the Gover nment would not lose anything. 

Mr. VantK. I have seen varying estimates, from. $10 billion and 
upward of that amount, and I think it is important for your office 
to know the loss in tax revenues, because perhaps this is not as inex- 
pensive a means of mobilizing the resources of the country as might 
otherwise be developed. Is it not important to know the cost? 

Dr. Fiemmine. It would be a very helpful figure to have if it were 
possible to compile it, but, Mr. Congressman, it is just one of those 
figures, one of those situations that has so many unknown factors in it 
that it is impossible to compile. 

Just as to one aspect, for instance, nobody knows whether all of this 
investment would have taken place without the rapid tax amortization 
or not. We have good reason to believe that in quite a number of 
instances the capital investment would not have taken place, and if 
the capital investment had not taken place, just think of the loss of 
revenue that there would have been, as far as the Government as a 
whole is concerned, because, after all, people do not benefit by this at 
all until they get to the place where they are earning profits, and then 
they begin to ‘benefit. There are people today who say to me, “I am 
sorry that I ever took one of those certificates, because I think over : 
period of 15 to 20 years I would have been a lot better off if I kad 
depreciated over the 20- or 25-year period instead of over the 5-year 
period.” 

There are industries, for example, which could have qualified at 
various stages of the program, which just have not touched it. My 
understanding i is the telephone industry has never touched it. Other 
industries have not. So I mean it is that kind of a factor which makes 
it very difficult to strike a balance, and figure what the Government 
gained or lost. 

Mr. Borron. So that, actually, what you are saying in effect is that 
you cannot specifically say there has been any loss of income taxes over 
a long-range period. 

Dr. Fiemminc. We cannot. People have tried hard to arrive at 
some kind of an answer, but they just run up against these unknown 
factors. 

Mr. Vanik. In going through your report, Doctor, when stockpile 
acquisitions are deferred, what effect does the deferment have on the 
price the Government must pay? For example, during the last year 
you practically deferred all acquisitions of copper because of civilian 
demand. What effect will that have on the price we will have to pay 
for the copper when we do acquire for stockpiling? Do we buy it at 
the fixed contract price of last year or at another price? 

Dr. Fiemmrna. The general policy we have followed is if the price 
is favorable to the Government we defer it. If the price situation that 
would exist when we started acquiring it is unfavorable from the Gov- 
ernment’s point of view, we cancel it. 

Mr. Vanrk. Last year we had commitments to purchase certain 
quantities of copper, a full year’s supply, and the producers were 
under an obligation to deliver that copper to the Government, were 
they not ? 

Dr. Ftemmine. Under contract, that is right. 

Mr. Vanik. At a certain set price? W That was the contractual 
price at which they were to produce it? 
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Dr. FLemmine. The situation in copper is like the situation in so 
many other areas. Some of the contracts called for furnishing it at 
market price. Other contracts called for furnishing it at a fixed 
price. 

Mr. Vanik. When we permit the diversion of this copper and defer 
the acquisition of it where we have a fixed price agreement with a 
producer, we permit him to sell it at the market price. He therefore 
ends up on the better side of the bargain, in which the Government has 
permitted the copper to be sold on the open market, at a price higher 
than he agreed to convey it to the Government. Would there not 
be a profit accruing to him which would not otherwise be available? 

Dr. Ftemmina. Here, again, it is a difficult area to generalize. 

Mr. Vantk. You can compute it on a dollars and cents basis ? 

Dr. Ftemine. I can take specific metals, specific situations, and 
give you a complete and detailed report. 

Mr. Vanrx. Would you include in your report—I know you are not 
prepared to do it at this time—but would you include in this statement 
or add it at the end of this statement, a list of those contracts where 
we had a fixed price relationship for the copper on which delivery was 
deferred last year? Is that possible? 

Dr. Ftemuinc. Mr. Congressman, I know what you have in mind. 
May we consider your request and then talk about a way of complying 
with the request that might not require the listing of literally hun- 
dreds of contracts? But could I say this, that my directives to the 
(seneral Services Administration always include, for example, one 
expression ; that they are to work this out in such a way as to make sure 
that there will be no windfall accrued to the producer that is under 
obligation to supply it. 

Now, if you will permit me, I will be very glad to take some specific 
illustrations and show just exactly how that works out in various types 
of contracts and we will be glad to present that to you before we 
actually have it inserted in the record, to see whether or not it covers 
the point you have in mind. 

Mr. Vanrk. What concerns me is a conflict in policy with respect to 
tungsten as contrasted with copper. With respect to copper, we divert 
to the industrial market when we have fixed contracts, when Govern- 
ment could have diverted it to the market itself at a profit. 

On the other hand, tungsten keeps piling up at a price twice the 
market price, and we seem to be unable to do anything about it. 

It seems to me it would be prudent on the part of government to 
exercise itself just as wisely and judicially as a private business 
would. If we have a contract for copper at a low price, considerably 
lower than the market, we ought to be able to offset some of the cost of 
the tungsten program, utilizing fixed contracts. 

I feel there is a conflict in policies. If we have one contract policy 
with respect to tungsten and another with respect to copper, they are 
inconsistent and cost the Government a considerable sum of money. 
I would like to see stockpiling in the nature of a self-liquidating 
program. 

_ Dr. Fiemnine. You have introduced a number of important policy 
issues In your comments. First of all, with relation to tungsten. 
lungsten is being acquired under a directive from the Congress, 
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and you are correct, we are in the process of acquiring more than 
is called for by either the minimum objective or the long-term 
objective. 

If the Congress had not passed a special law relative to tungsten, 
we would not be in the position we are in of being forced to bring 
into the stockpile quantities that are in excess of our need. 

You may recall that Congress passed another law, at the last 
session, which would have required us to go even further and the 
President vetoed that particular law. 

Mr. Vanik. That is right. 

Dr. Fiemmine. And, frankly, vetoed it on our recommendation 
because of the fact that we felt that it was not right to use defense 
funds to solve a nondefense problem. We do not deny that there 
is a problem, but we feel the Congress should tackle it as a nondefense 
problem and not as a defense problem. 

Now, under the Stockpiling Act, the act itself says we are to make 
purchases of strategic and critical materials with due regard to the 
objectives set forth in section 1 of this act, and so forth, which pur- 
chases—and this is the important part—‘shall be made so far as 
is practicable from supplies of materials in excess of the current 
industrial demand.” 

Now, we interpret the words “as far as practicable,” to mean so 
far as practicable from the standpoint of national security, and when 
we are confronted with a situation such as we have been confronted 
within the field of copper, where the demand is greater than the cur- 
rent supply, we then, as we see it, are charged under the law with 
the responsibility of looking at our national security position and 
determining whether we cannot defer some of these deliveries without 
impairing our national security position, and that is what we have 
done. 

Mr. Vanix. With that I have no argument. My only question is 
why not sell instead of defer? We could sell from our stockpiles at 
a fairly good return, at a profitable return with respect to the Govern- 
ment’s investment. Why not sell and let the Government take advan- 
tage of the gain instead of the producer? 

Dr. Ftemminc. Mr. Congressman, under the Stockpiling Act, you 
cannot sell from the stockpile. 

Mr. Vanrk. Should we not amend the act, then? 

Dr. Firemouinc. Well, I will be very glad to discuss that. The 
act is very specific, and there is a lengthy history back of this pro- 
vision, to the effect that once material goes into the stockpile, it is 
insulated, except where the President finds its release is necessary 
for the common defense. 

The reason that many Members of Congress and many people out- 
side of the Government were very much interested in having that 
particular provision inserted, was that they did not want to see this 
stockpiling program operate in such a way that you would have huge 
quantities of material hanging over the market, which could be 
disposed of almost at the whim of somebody in the executive branch 
of the Government. 

Mr. Vanik. They wanted to avoid a dumping? 

Dr. Ftemmine. That is correct. : 
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Now, if at any time we feel that the condition of a particular stock- 
pile is such as to justify disposing of some of the material in the 
stockpile, we can of course always come to the Congress with a specific 
program. But it has got to be a very specific one, the Congress would 
then have hearings on it, everything would be right out on top of the 
table, and there would not be any one of these quick maneuvers on 
the part of somebody in order to bolster a market or do something else 
to the market, and I personally think, Congressman, that from the 
long-term point of view, that the Congress was very wise in enacting 
the law in the way in which it did. 

Just think, right now we have just under $6 billion worth of mate- 
rials in the stockpile. I think it is a good thing for the country to 
know that no one can play with that stockpile. 

Mr. Vanix. I agree, but what I suggested would not in any way 
have changed the stockpiling of copper last year. Instead of defer- 
ring, if you would have bought under contract and sold at the market 
price, the Government would have realized a profit, on its wisdom in 
entering into a sound contract. This would offset some of the mistakes 
we might make in acquiring materials in which there might be a sur- 
plus. It is conceivable also that this stockpile which you have ap- 
praised at a certain value today, may depreciate in the light of 
future prices. 

Dr. FLemminc. We could not do that legally. 

Mr. Vanik. Do you feel that the authority would be unwise? 

Dr. FLemmine. | feel that, Mr. Congressman. But I will be more 
than happy to develop a memorandum for you on this point and 
be glad to discuss it with you and see if there is some point that I am 
overlooking, but my own feeling is that the act is sound as it is at 
the present time; that is, the Stockpiling Act. 

Mr. Vanik. Yes. I would like to know specifically what we could 
have realized last year in the acquisition of the contracted copper, 
if we had offered it on the market at the prevailing price. What 
would have been realized by your office, by that kind of action ? 

Dr. FLemMine. I want to make perfectly clear that the materials 
that were acquired for the stockpile could not be handled that way 
under existing law. 

Mr. Vang. I understand. 

Dr. FLemminc. On the other hand, materials that were acquired 
under expansion contracts of the Defense Production Act, you could 
have handled in that particular way, so I will address myself par- 
ticularly to those contracts, and show you just why we handled them 
in the way in which we did. 

Mr. Vanik. You see iny point, Doctor ? 

Dr. FLemMine. Yes. 


TYPES AND EXAMPLES OF GOVERNMENTAL CONTRACTS FOR PROCUREMENT OF 
MATERIALS UNDER THE Stock PILING ACT AND THE DEFENSE PRODUCTION ACT 


I. STOCKPILE CONTRACTS 


Stockpile contracts are either at fixed prices or market prices. 

A. The fixed-price contracts are consummated at or about the market at the 
time of negotiation. When prices were controlled during the Korean emergency 
OPS approved ceiling prices higher than the general level for seme domestic 


producers. Stockpile contracts were executed with a few companies at these 
ceiling prices. 
74€07—56——6 
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Example: 

Contract No. GS—OOP-7202 

American Metal Co., Ltd. 

Contract date: April 1, 1953 

Delivery period: July 1953 to September 1954 

Quantity: 15,000 tons maximum 

Price: 30 cents per pound (delivered) * 

Engineering and Mining Journal average domestic market price at time of 
contract: 29.902 cents (at refinery) * 

By December 31, 1954, the company had delivered 11,001 tons to the stockpile 
and had diverted 4,000 tons to industry to be replaced at a later date. This 
copper has a contract value of $2,400,000, equal to the market value at.the time 
of the diversion. The copper due the Government has a current market value 
of $3,680,000. 

B. The market price contracts are based on the domestic market (Engineer- 
ing and Mining Journal averages) at the time of delivery. A few contracts in- 
clude a floor and/or a ceiling price. 

Example: 
Contract No. GS—-OOP-—461 
Sherritt Gordon Mines, Ltd. 
Contraet date: April 19, 1951 
Delivery period: January 1954 to December 1958 
Quantity : 12,500 short tons of copper 
Price: Average market at time of delivery 
Engineering and Mining Journal average domestic market price at time of 
contract : 24.2 cents (at refinery) ‘ 

By December 31, 1955, the company had delivered 4,772 short tons of copper to 
the stockpile. Although authorized to defer deliveries to the stockpile and divert 
copper to industry since the fourth quarter of 1954, the company has preferred, 
instead, to deliver to the stockpile against its contract, delivering 3,733 tons be- 
tween October 1, 1954, and December 31, 1955. 


Il. DEFENSE PRODUCTION ACT CONTRACTS 


Contracts written under the authority of the Defense Production Act are de- 
signed primarily to increase the productive capacity or supply of the United 
States. The contracts include floor price contracts, purchase contracts, and main- 
tenance of production contracts. 

A. The DPA floor price contracts were developed early during the Korean 
emergency as a means of inducing private industry to expand the United States 
capacity to produce. Such contracts provide a guaranteed market at a little 
above the break-even point for a limited number of years. The terms permit the 
producer to offer or “put” the material under contract to the Government for 
the Defense Production Act inventory at the floor price if he cannot sell his out- 
put in the open market at that price or higher. On the other hand, the Govern- 
ment has the right of “call” for delivery of some or all of the expanded production 
at the market price at time of “call.” 

Example: 
Contract No. GS—OOP-12129. 
American Smelting & Refining Co.—Silver Bell. 
Contract date : November 28, 1951. 
Delivery period : December 1953 to May 1959. 
Quantity : 88,500 short tons of copper. 
Floor price : 24.5 cents per pound (delivered) 2? 
Engineering and Mining Journal average domestic-market price at time of 
contract : $24.2 cents per pound (at refinery) .’ 

This new project is now operating at capacity, producing at the-rate of about 
18,000 tons of copper per year. The contractor has had a steady demand for its 
copper and, therefore, has not exercised its rights under the floor-price provision 
of the contract. Because of high industrial demand and short supply the Govy- 
ernment has not exercised its right of “call” for delivery of copper to the Defense 
Production Act inventory. 

‘The difference between the refinery price and the delivered price is usually about 0.3 
cent per pound. 

2 Subject to escalation. 
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B. DPA purchase contracts are written at fixed prices and in some instances 
at market price. Such contracts are designed to provide a market as encourage- 
ment for the expansion facilities. 

ixample: 
DMP-S80. 
International Nickel Company of Canada, Ltd. 
Contract date: May 29, 1953. 
Delivery period : January 1954 to December 1959. 
Quantity : 50,000 tons of copper.’ 
Price : 27: cents per pound (at refinery) .* 
Engineering and Mining Journal average domestic market price at time of 
contract : 29.683 cents per pound (at refinery). 

This contract is tied to a nickel-expansion program. By December 31, 1955, 
the company had delivered 18,635 tons of copper to the Defense Production Act 
inventory. Although authorized to defer deliveries and divert copper to industry 
the company has generally preferred to make its deliveries to the DPA inventory 
as per its contract schedules. In the fourth quarter of 1955 the company did 
divert 800 tons to industry. At that time the deferred delivery had a contract 
value of $451,000 and a United States market value of $688,000. Its present 
market value is $736,000. 

C. DPA maintenance of production contracts were developed during the Ko- 
rean emergency as a conservation measure. Fixed prices and rising costs had 
put a few mines into the submarginal category and these mines were threatened 
with closure at a time when continuation of supply was of the utmost importance 
to the Nation. In order to enable these mines to maintain production, subsidy 
prices were provided for a limited time for those mines which could qualify. 
Example: 

Contract No. DMP-92 

Howe Sound Co. 

Contract date: November 38, 1953 

Delivery period : September 1953 to December 1955 

Quantity : 9,350 tons of copper 

Price : 31.5 cents per pound (delivered) ” 

Engineering and Mining Journal average domestic market price at time 
of contract : 29.651 cents per pound (at refinery) * 

By December 31, 1955, the company had delivered 5,505 tons to the Defense 
Production Act inventory. From October 15, 1954, through December 31, 1955, 
the company had diverted to industry a total of 2,490 tons. Of this total, 
1,750 tons have been canceled out of the contract and the balance of 740 tons 
is to be restored to the DPA inventory. The canceled portion of the contract 
had a contract value of $1,102,000 and a market value at the time of cancellation 
of $1,123,000. The deferred portions of the contract had a contract value of 
$466,000, a market value at time of deferral of $559,000, and has a current 
market value of $681,000. 


Mr. Vanik. You are really a permanent agency of the Govern- 
ment and I believe you should be incorporated as a permanent agency 
of the Government in order that Government can pursue a permanent, 
lasting policy on this subject of mobilization. 

That brings me to the next question. 

Dr. FLemmine. Might I say, in effect, that was done by the Con- 
gress when it approved Reorganization Plan No. 3 in 1953. It gives 
usa statutory base for our existence. 

Mr. Vanik. Yes. 

Well, last vear, I asked you the same question about what steps were 
being taken to incorporate your office into the permanent structure of 
the Government, and my question today is, are you any closer to a rec- 
ommendation than you were then? 

Dr. FLemmine. If I understand clearly what you have in mind, we 
are a part of the permanent structure of the Government. 

Mr. Vanik. I mean incorporation as a separate department or with- 
in other departments so these functions could be permanently carried 


'The difference between the refinery price and the delivered price is usually about 0.3 
eent per pound. 
* Subject to escalation. 
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on in accordance with the rules of administration of all Government 
offices. 

Dr. FLemminec. By law, we are a part of the Executive Office of the 
President, and I feel that is the proper place for an office of this kind. 
We are there by law. Congress has put us there. We are there on 
an indefinite basis, and the only way that could be changed would be 
for the Congress to change it or for the President to submit a new 
reorganization plan to the Congress, which of course the Congress 
would then have the right to veto under the reorganization acts. 

I think the objective you have in mind has been realized. Of course, 
this basic act that we have to administer has had a time limit on it 
over the years. 

The Cuarrman. There is a rollcall for a vote on the floor. 

Dr. Flemming, we are very glad to have your views. You always 
state your case with ability and clarity, and we are always glad to 
hear them. 

Dr. Fremminc. Thank you, Mr. Chairman, it has been a privilege 
to be here, and if any further questions arise that I can be helpful on I 
will be very happy to come back. 

The Cuarrman. Thank you very much. 

The committee will recess to reconvene tomorrow morning at 10 
o'clock. 

(Whereupon, at 12:20 p. m., the committee adjourned to reconvene 
at 10a.m., Wednesday, March 14, 1956.) 
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WEDNESDAY, MARCH 14, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, Multer, O’Hara, Mrs. Sullivan, Messrs. Fountain, Reuss, Healey, 
Talle, Kilburn, McDonough, Betts, McVey, Hiestand, and Bolton. 

The CuatrMan. The committee will be in order. We will resume 
hearings on H. R. 9852. 

Secretary Weeks is our first witness. Mr. Secretary, you may pro- 
ceed as you desire. If you have a written statement you may read 
it without interruption if you desire, and then subject yourself to 
interrogation. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE, 
ACCOMPANIED BY HORACE B. McCOY, DEPUTY ADMINISTRATOR, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, DEPART- 
MENT OF COMMERCE; FREDERICK MUELLER, ASSISTANT SECRE- 
TARY FOR DOMESTIC AFFAIRS; AND CARL F. OECHSLE, DEPUTY 
ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS, DEPARTMENT 
OF COMMERCE 


Secretary Weeks. Mr. Chairman, I have a short statement, if I 
may read it. Then I shall be happy to try to answer questions. 

I appreciate the opportunity to appear before this committee to 
support a further extension of the Defense Production Act of 1950, 
as amended, for a period of 2 years as is proposed in H. R. 9852, 
which I understand is presently being considered. 

At the outset, let me stress what I consider to be the vital and con- 
tinuing need for the authority presently conferred by the Congress 
on the executive branch by the Defense Production Act. It is now, 
while we are not engaged in active hostilities, that we as a nation can 
and must move effectively toward that state of reasonable mobilization 
readiness which, if we can attain it, could contribute immeasurably 
to our national survival and recovery upon the happening of that 
emergency which we all face. Indeed, by this means we may help 
to assure that such an emergency will not come about. The powers 
and authorities contained in the Defense Production Act as presently 
on the books lie at the very heart of this Government’s plans and 
efforts to that end, both in the area of current military production and 
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construction and in the area of industrial mobilization. Let me say 
that in my opinion we are already well started on our way to reaching 
the necessary condition of national readiness. 

As the committee is aware, I am sure, the Department of Commerce 
bears major responsibility for operations under the act which affect 
the greater portion of American industry. These operations, founded 
upon the authority contained in the Defense Production Act, repre- 
sent a significant part of the broad responsibilities which have been 
assigned by the President through the Director of Office of Defense 
Mobilization to the Department of Commerce, both in the area of 
current defense production and in the area of industrial mobilization 
and readiness. Within the Department of Commerce, Defense Pro- 
duction Act functions are carried out largely by our Business and 
Defense Services Administration and also by ‘the Bureau of Foreign 
Commerce, the Census Bureau, the Defense Air Transportation Ad- 
ministration, the Maritime Administration, the Civil Aeronautics 
Administration, and the Bureau of Public Roads. 

To assure an uninterrupted flow of those products and materials 
required to meet this country’s present substantial military and 
Atomic Energy Commission production and construction programs, 
the Business and Defense Services Administration currently main- 
tains and administers a greatly simplified materials control system 
based upon the title I—priorities and allocations—provisions of the 
Defense Production Act. This system is commonly referred to as 
the Defense Materials System, DMS. Present levels of supply of 
materials and products are such that despite a few areas of tightness 
and shortage the requirements for national defense are not of sufli- 
cient magnitude to justify the use of the title I allocations powers to 
control general distribution in the civilian market in view of the 
very restrictive language in section 101 (b) of the act. However, 
the necessity for keeping in effect priorities and allocations powers to 
avoid delays and difticulties 3 in meeting military and Atomic Energy 
Commission schedules continues to be demonstrated in recurrent re- 
quests from the services for numerous special priorities assistance 
under the act. 

Likewise, there is necessity for keeping in force the authority for 
needed expansion of productive capacity and supply which is pro- 
vided by title III of the act. In the administration of these powers 
the Department of Commerce plays a significant role. Units of the 
Department maintain constant touch with those industries supplying 
products and services essential to the Nation’s mobilization program. 
From time to time they make special studies of available production 
capacity to meet mobilization requirements for the products of the 
industries assigned to them. The information thus gained affords 
the basis for recommendations and advice by this Department to the 
Director of Office of Defense Mobilization respecting proposed action 
by the Government in exercise of the expansion powers under the act. 
In addition to recommendations regarding expansion goals, this De- 
partment makes recommendations to the Office of Defense Mobiliza- 
tion in connection with applications for accelerated tax amortization 
certificates under the Internal Revenue Code. 

The contribution made by WOC’s since the start of the Korean 
conflict has been of inestimable value in attaining an adequate mobili- 
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zation preparedness posture. Without the continuation of this pro- 
gram and the patriotic assistance of the WOC’s, the task of this Gov- 
ernment in preparing for possible catastrophic emergencies would be 
infinitely more diffic ult. It seems anomalous, therefore, that unusual 
restrictions and inhibitions have been placed upon their employment. 
I strongly urge, accordingly, that this committee give careful consid- 
eration to the elimination from the Defense Production Act of what 
I consider a most objectionable provision of the law—the requirement 
that WOC’s submit statements of their financial interests. ‘This pro- 
vision of the act, in effect, provides two standards for Government 
employment, one for salaried employees and one for those who serve 
their Government without any reward other than the satisfaction of 
performing an invaluable service for their country. I think it 
strange indeed that the latter group should be subjected to the re- 
quirement for public display of their financial interests. This, in my 
opinion, is an invasion of their right of privacy, which I find extreme- 
ly difficult to justify. 

I note that H. R. 9852 would provide for a 2-year extension. In 
view of the current international outlook I would think that a 2-year 
extension in place of the previous extension of 1 year is fully justi- 
fied. I strongly urge that the committee report favorably on a 2-year 
extension, thus “enabling longer range planning and accomplishment 
in the field of mobilization readiness. 

That, Mr. Chairman, is the statement of the Commerce Department 
in support of this measure, which we think is very vital to the security 
of the country in planning for emergency. Thank you, sir. 

The Cuatrman. All of these powers are exerc ised by your Depart- 
ment, and the Defense Production Administration. They were dele- 
gated to you by the President ? 

Secretary Weeks. The President delegated them to Dr. Flemming, 
Director of the Office of Defense Mobilization. They, in turn, by 
his authority, granted him or delegated certain of the powers to the 
Department of Commerce. 

The CnHarrman. Have you any authority over the powers that were 
delegated to the Defense Production Administration ¢ 

Secretary Werks. No, sir. 

The CrarrMan. You have no power to veto or approve or disap- 
prove? 

Secretary Weeks. No, sir; except as the Secretary of Commerce sits 
on the Defense Mobilization Board, which does discuss and settle 
on matters of high policy in connection with mobilization planning. 

The Cuarrman. Now, in the Business and Defense Services Admin- 
istration of the Department of Commerce, how many committees have 
been appointed ? 

Secretary Weeks. We have 25 industry divisions, as they are called, 
Mr. Chairman. 

The Cuatrman. How many directors of the industry divisions are 


Wwoc? 

Secretary Werks. At the present time 14 industry divisions are 
directed by WOC’s, and 11 by career people. 

The CHarrman. What was the employment of those people before 
they were assigned—or their employment now, probably, to various 
divisions? Were they actively engaged in the production of the mate- 
rials which the division has charge of ¢ 
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Secretary Weeks. We have 34 WOC’s in BDSA at the present 
time. Twenty-one are in the industry divisions, 14 of whom are 
directors of the particular industry division, and then there are 13 
on a consultant basis. They all, if I understand your question cor- 
rectly, they all came from industry, but once they arrive on the scene 
they take an oath of office similar to the one that I take or anyone 
takes, and they become a Government employee, so to speak, and they 
divorce themselves from their business entirely. 

If any question comes up involving the interest of a company from 
which they are loaned, they immediately disqualify themselves and 
take no part in any decisions that would affect that company. 

The Cuarrman. It is your opinion they do that uniformly, without 
any suggestion ? 

Secretary Weeks. It is my opinion that they are very high quality 
personnel, and they conduct themselves with very scrupulous integrity 
and they serve the Government, just as I am trying to serve it, 
without fear of favor as far as their previous connection is concerned. 

I have great confidence in the type of service they give. 

The Cuairman. Each one of those men, though, come from the 
industry over which the division has jurisdiction ¢ 

Secretary Weeks. Yes, they do. From different industries. 

The CHairman. But the industry they have been alined with is 
the industry over which this division has jurisdiction. Do they have 
any voice in policy making? 

Secretary Werks. No, they do not. The law, as it was amended 
last year, the Defense Production Act, specifically restricis their 
activities to those of an advisory character. They have, by statute 
today, no part in policy decision, and, as a matter of fact, following 
the passage of the act last year, three assistant administrators whom 
we have very immediately made career people so that everybody on a 
policy level—the administrator, the deputy administrator, and the 
three assistant administrators of BDSA are all career, full-time Gov- 
ernment people. 

The CuatrmMan. Were you in favor of that restriction in the law? 

Secretary Werks. I am perfectly happy to have it there. That 
was the way we had used them previously. I didn’t at the time think 
that it was essential from the standpoint of the operation, but we were 
very happy to carry on with that provision. I think it hasw’t in 
effect changed the operation, because policy was decided by people 
permanently of the Government service. 

The CHairman. What influence is there? Suppose you put a man 
at the head of one of those divisions and his purpose was to favor 
his industry. How much influence would he have in that position to 
do that, to give him an undue advantage over other competitive 
industries, and to put him in a preferential place ? 

Secretary Weeks. Well, I don’t think his purpose was to favor an 
industry with which he had been connected. If so, he would have 
been powerless to do so. We are all working in the open, and he 
doesn’t have any action or policy decisions to make—purely advisory 
and functional, and I don’t think that he would have any power to 
help his industry, to the disadvantage of another industry. 

Of course, each industry in this setup has its place in the sun. It 
would to my mind be pretty diflicult to find out and differentiate and 
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distinguish between industries. They all have their job to do and 
their functions to perform in our mobilization preparedness and in 
the work of the building of a defense establishment; so I would have 
no fear on that score, Mr. Chairman. 

The CuHarrmMan. Well, I realize that:if he intended to do that he 
wouldn’t do it in the open. He would do it in a way that would not 
disclose his intentions. You don’t think any of them have used their 
power to benefit their own interests? 

Secretary Weeks. I do not, sir. I think in the first place they are 
men of character and integrity. We know about them before they 
come. They have standing in their community. I am positive they 
will not come down here to take any action that they shouldn't, and 
I don’t think if they attempted to they would be able to under our 
setup. This WOC program gives us a tremendously close liaison 
with business and by having a share of our people from industry and 
a share of them on a career basis we get a revolving contact with 
people coming from business who are able to tell us in great detail 
about how the approach might well be made to a business problem. 

It is a very good system, and it is building a reserve. We are not 
in this program thinking solely of today. We are thinking of the 
possible trouble that may come to this country when we will need 
this reserve of men who know how the wheels go round here and can 
come in and help. 

The Cuarrman. Do you search for these men? Do you discover 
the people you think can help or do they offer their services as a rule? 

Secretary Werks. No. We go to the industry, for example. If 
the industry has a trade association in which they are represented, 
we may talk to them. Or suppose we have a man today represent- 
ing that industry. We need another one to take his place because 
they turn over on about a 6- to 9-month basis, and we need another 
man and we may go to the industry association and have them try 
to help us pick out someone. We do it in a variety of ways, but we 
try to get good men who are willing to come down here and give 
their time to their country on this short-time basis. 

The CHatrmMan. Are those men usually the chief executives or are 
they subordinates of the companies? 

Secretary Weeks. In some instances they are men who have actu- 
ally retired from the business. In the particular company they are 
with they may have reached the retirement age and they go on the 
retirement roles, and we have some of those. Except in rare in- 
stances, we have none of the heads of companies. We have heads 
of divisions, vice presidents of the companies, and heads of depart- 
ments, sales managers, and whatnot. They occupy responsible posi- 
tions in their company, but rarely the headman. 

The CHarrman. Are they usually authorized or selected by trade 
associations ? 

Secretary Weeks. No. There are none selected by them. Their 
names are suggested. We make the final selection. We satisfy our- 
selves that a particular man is suited for the position that we need 
to fill, and we give him a very good indoctrination and briefing on 
what his duties and responsibilities are, and he holds his hand up and 
takes his oath of office and becomes a Government servant, just as I 
am or anyone else. 
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The CHarrmMan. You want this act extended for 2 years? 

Secretary Weeks. Yes, sir. I think, with world conditions as they 
are, I think we are sure to have occasion for adequate preparedness 
in building our mobilization bases, and so forth. I think it would 
be very w ell to keep it going for 2 years. 

The Cuarrman. Would - you recommend any additional powers, or 
that it be extended as it is? 

Secretary Weeks. Weare for the bill as it is. 

The CHarrman. You don’t think you ought to have powers of 
search and condemnation or stabilization of prices and wages or any 
of those / 

Secretary Weexs. No. I think, Mr. Chairman, that the controls 
that are in existence today are adequate for the purpose, and I think 
we can go along without any change in those controls. I don’t think 
we need them at this time. 

The CHarrman. Are there any questions? 

Mr. Brown. Mr. Secretary, I noticed in section 710 the law reads 
this way 

Secretary Werks. Which section, sir? 

Mr. Brown. 710. 


Heads of departments and agencies shall take steps to avoid to as great extent 
as possible any conflict between governmental duties and private interests of 
personnel. 





Are you carrying out this section ? 

Secretary Werks. Are you reading from page 20, sir ? 

Mr. Brown. I don’t know. It reads this way, “Heads of depart- 
ments” 

Secretary Weeks. In the appointment of personnel and assign- 
ment of duties, the head of the department shall take steps to avoid 
as much as possible any conflict between governmental duties and 
business interests; is that the one / 

Mr. Brown. Yes, sir. 

Secretary Werks. We certainly do everything we can to see there is 
no conflict of interest. I, myself, nor would my associates, tolerate 
it for a second. Just occasionally there might be a possibility of a 
situation where the interest of a company from which a man m: ay be 
loaned might be involved. In that case he would disqualify himself, 
just asa judge of a court sti disqualify himself if he didn’t feel 
that he could properly judge a case. We are on that all of the time. 

Mr. Brown. I think that is one of the most important things which 
we placed in the bill last year. Lam glad to know that you are carry- 
ing this section out to the best of your ability. 

Secretary Werks. We are, sir. 

The CHarrman. Mr. Secretary, do you think these people who have 
just recently come from industry, and have been given duties to per- 
form for the Federal Government that are very import: int, disapprove 
the requirement that they should state their interest ? 

I wouldn't think they would feel that that was any reflection upon 
them. I would think they would be glad to do that. Do you find 
them resentful of that? 

Secretary Weeks. Well, you mean the financial interests 

The CHarrMaANn. Yes. 
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Secretary Weeks. No. I don’t say they are resentful or intimate 
that they are. Of course, they are the only people connected with the 
Government required to make such a disclosure. The rule of pri- 

vacy in a man’s personal affairs is pretty well established in the In- 

ternal Revenue Codes, for example, and I have felt that it was a little 
unfair to make them disclose their personal financial interests, but 
they have done it, and done it without question, to conform to the 
statute as it is presently written, sir. 

The CHatRMAN. Don’t you think there is an exception’ They have 
been taken from industry, where they have been greatly interested, 
and they have been put into Government to advise the Government 
and maybe have some effect on policy that would be beneficial to their 
interests and their holdings. Don’t you think they would be glad to 
report that in order to show the situation, and let their policies and 
let their actions be governed and judged in accordance with their 
interests? I should think they would be glad to do that. It seems to 
me that would be a protection to them. 

Secretary Weeks. I think a man that would need that to be a proper 
member of the team as a WOC, if he needs that publicity to keep 
him on the line, I wouldn’t want him anyway, because we want men 
there that are men of character and integrity, and that will have no 
part of a conflict of interest. I think it is alw ays distasteful to peo- 
ple. I think they would rather have the privacy that you and I en- 
Joy in our relationship with the Government, sir. 

The CnarrMan. I think that is absolutely true. I think a man shall 
be secure in his person, papers, and home, and all that, but it seems 
to me there is a little difference in the ordinary privacy that is given 
a man by law and privacy that a man should have if he is taken ‘from 
industry to serve his Government in matters affecting industry. 

It seems to me that it is no reflection on him to let the public know 
what his interests are so they can judge his conduct in regard to 
that. 

Secretary Weeks. Well, the only way ] can put it is that I think if 
he wasn’t all right without it he wouldn’t be all right with it, and 
if he isn’t all right without, I wouldn’t want him anyway. 

The CHarrMan. The men that are all right are not so meticulous 
about those things. It is the fellow that is not all right, and I think 
the fellow that is all right wouldn't care. That is the way I feel 
about it. 

Are there any further questions / 

Mr. Parman. Mr. Chairman. 

Doctor, do you have something / 

Mr. Tatie. I will defer for the moment. 

Mr. Parman. That is all right. Go ahead. 

Mr. Tatue. Mr. Secretary, I like your statement very much. 

I believe firmly that any man who is a man in the real sense puts a 
very high value on his reputation. Isn’t that right, Mr. Secretary ? 

Secretary Weex. I think he does, sir. 

Mr. Tatie. And any man who goes into Government in the capacity 
of WOC has made a good reputation before entering upon such serv- 
ice; is that right? 
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Secretary Werks. Yes, sir; he has arrived in his own business so 
that he has some reputation for ability, character, and so forth. 

Mr. Tatie. And certainly he would think twice and more times 
before he would permit any act of his to destroy that reputation, par- 
ticularly as a servant of the Government. 

Secretary Weeks. Well, if he wouldn't think twice and three times 
I wouldn’t want him around. 

Mr. Tauie. That is why I fail to understand the fear that some 
people have of these persons. America’s capacity to produce is cer- 
tainly an outstanding factor in our success in domestic as well as 
foreign affairs, is it not, Mr. Secretary ? 

Secretary Werks. Yes, sir. 

Mr. Tauxie. These are people who know business and know tech- 
nology. I wouldn’t want a man who doesn’t know anything about 
the thing he is to deal with. We cannot expect to get expert service 
from people who do not possess the knowledge that qualifies them to 
bear the title of experts. 

Thank you, Mr. Chairman. 

Mr. Parman. Mr. Chairman. 

Mr. Secretary, you testified last year, and you were requested to 
place in the record, which you did, the names and other information 
of the Business Advisory Council for the Department of Commerce, 
and I would like to ask you to bring the list up to date and to note 
any changes that have been made, if you please. 

Secretary Weeks. I would be very happy to. 

Mr. Parman. That commences on page 56 of the hearings of last 
year. 

Commencing at page 68 of the hearings of last year, there is another 
list of people who have industry officials employed without compensa- 
tion in NPA and also BDSA. I would like for you to bring that list 
up to date, also, if you will, Mr. Weeks. 

Secretary Werks. We will. 

(The data requested above is as follows:) 


BUSINESS ADVISORY COUNCIL FOR THE DEPARTMENT OF COMMERCE 
Membership, February 1956 


Hon. Sinclair Weeks, ex officio general chairman. 
Eugene Holman, chairman. 

S. D. Bechtel, vice chairman. 

Crawford H. Greenewalt, vice Chairman. 

T. V. Houser, vice chairman.’ 

Sidney J. Weinberg, vice chairman. 

Walter White, executive director. 


EXECUTIVE COMMITTEE 
S. D. Bechtel.’ 


John D. Biggers T. V. Houser. 
James B. Black. Fred Lazarus, Jr. 
Harold Boeschenstein. Geo, H. Love. 
Ralph J. Cordiner. J.P. Spang, Jr. 
Donald K. David. Robert T. Stevens.’ 
Crawford H. Greenewalt. John C. Virden. 
Kugene Holman. Sidney J. Weinberg. 


1 New Vice Chairman. 
2 New members of executive committee, 
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ACTIVE MEMBERS 


Robert B. Anderson, president, Ventures, Ltd., 230 Park Avenue, New York 17, 
N. Y. 

S. D. Bechtel, president, Bechtel Corp., 155 Sansome Street, San Francisco 4, Calif. 

John D. Biggers, chairman, Libbey-Owens-Ford Glass Co., National Bank Buiid- 
ing, Toledo 3, Ohio. 

James B. Black. chairman, Pacific Gas & Electric Co., 245 Market Street, San 
Francisco 6, Calif. 

Harold Boeschenstein, chairman and president, Owens-Corning Fiberglas Corp., 
Toledo 1, Ohio. 

Fred Bohen, president, Meredith Publishing Co., 1716 Locust Street, Des Moines 38, 
Iowa. 

Ernest R. Breech, chairman, Ford Motor Co., 3000 Schaefer Road, Dearborn, Mich. 

Paul C. Cabot, president, State Street Investment Corp., 140 Federal Street, 
Boston 10, Mass. 

James V. Carmichael, president, Scripto, Inc., 423 Houston Street, Atlanta 2, Ga. 

Walker L. Cisler, president, Detroit Edison Co.. 2000 Second Avenue, Detroit 26, 
Mich. 

Lucius D. Clay, chairman, Continental Can Co., Inc., 100 East 42d Street, New 
York 27, N; XY. 

Ralph J. Cordiner, president, General Electric Co., 570 Lexington Avenue, 
New York 22, N. Y. 

John Cowles, president, the Minneapolis Star and Tribune, 425 Portland, Min- 
neapolis 15, Minn. 

Harlow H. Curtice, president, General Motors Corp., 3044 West Grand Boule- 
vard, Detroit 2, Mich. 

Charles E. Daniel, chairman, Daniel Construction Co., P. O. Box 2286, Green- 
ville, 8. C. 

Donald K. David, chairman, executive committee, The Ford Foundation, 477 
Madison Avenue, New York, N. Y. 

Frank R. Denton, vice chairman, Mellon National Bank & Trust Co., Pittsburgh 
30, Pa. 

Charles D. Dickey, chairman, executive committee, J. P. Morgan & Co., Inc., 
23 Wall Street, New York 8, N. Y. 

Marion B. Folsom, Secretary of Health, Education, and Welfare, Washington 25, 
D.. ©. 

William C. Foster, executive vice president, Olin Mathieson Chemical Corp., 
460 Park Avenue, New York 22, N. Y. 

G. Keith Funston, president, New York Stock Exchange Eleven Wall Street, 
New York 5,N. Y. 

Crawford H. Greenewalt, president, E. I. du Pont de Nemours & Co., Wilming- 
ton 98, Del. 

Fred G. Gurley, president, the Atchison, Topeka & Santa Fe Railway System, 
80 East Jackson Boulevard, Chicago 4, II. 

Joseph B. Hall, president, the Kroger Co., 35 East Seventh Street, Cincinnati 1, 
Ohio. 

Robert March Hanes, president, Wachovia Bank & Trust Co., Winston-Salem 1, 
N. C. 

Eugene Holman, chairman, Standard Oil Co. (N. J.), 30 Rockefeller Plaza, New 
York 20, N. Y. 

T. V. Houser, chairman, Sears, Roebuck & Co., Chicago 7, Tl. 

Devereux C, Josephs, chairman, New York Life Insuranee Co., 51 Madison Avenue, 
New York 10, N. Y. 

E. H. Lane, president, the Lane Co., Inc., Altavista, Va. 

Fred Lazarus, Jr., president, Federated Department Stores, Inc., 707 Race 
Street, Cincinnati 2, Ohio. 

Donald B. Lourie, president, the Quaker Oats Co., Merchandise Mart Plaza, Chi- 
eago 54, Il. 

Geo. H. Love, president, Pittsburgh Consolidation Coal Co., Inc., Koppers Build- 
ing, Pittsburgh 19, Pa. 

Roswell Magill, Cravath, Swaine, & Moore, 15 Broad Street, New York 5, N. Y. 

Deane W. Malott, president, Cornell University, Ithaca, N. Y. 

J. W. McAfee, president, Union Electric Co. of Missouri, 3515 North 12th Bonle- 
vard, St. Louis 1, Mo. 

Thomas B. McCabe, president, Scott Paper Co., Front and Market Streets, Ches- 
ter, Pa. 

L. F. McCollum, president, Continental Oil Co., Box 2197, Houston 1, Tex. 
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Earl M. MeGowin, vice president, W. T. Smith Lumber Co., Chapman, Ala. 

Paul B. McKee, president, Pacific Power & Light Co., Public Service Building, 
Portland 4, Oreg. 

George G. Montgomery, president, Kern County Land Co., 600 California Street, 
San Francisco 8, Calif. 

W. J. Murray, Jr., chairman, executive committee, McKesson & Robbins, lne., 
155 East 44th Street, New York 17, N. Y. 

Aksel Nielsen, president, The Title Guaranty Co., 1711 California Street, Den- 
ver 2, Colo. 

A. Q. Petersen, president, Wesson Oil & Snowdrift Co., Inc., 210 Baronne Street, 
New Orleans 12, La. 

Paul Pigott, president, Pacific Car & Foundry Co., 120 West Hudson Street, 
Seattle 4, Wash. 

Gwilym A. Price, chairman and president, Westinghouse Electric Corp., Pitts- 
burgh 30, Pa. 

Clarence B. Randall, chairman, Inland Steel Co., 38 South Dearborn Street, Chi- 
eago 3, Ill. 

Alden G. Roach, president, Columbia-Geneva Steel Division, United States Steel 
Corp., 120 Montgomery Street, San Francisco 6, Calif. 

Donald J. Russell, president, Southern Pacific Co., 65 Market Street, San Fran- 
cisco 5, Calif. 

Charles Sawyer, partner, Dinsmore, Shohl, Sawyer & Dinsmore, Union Central 
Building, Cincinnati 2, Ohio. 

C. R. Smith, president, American Airlines, 100 Park Avenue, New York 17, N. Y. 

J. P. Spang, Jr., president, The Gillette Co., Gillette Park, Boston 6, Mass. 

Kenneth A. Spencer, president, Spencer Chemical Co., Dwight Building, Kansas 
City 5, Mo. 

A. E. Staley, Jr., president, A. E. Staley Manufacturing Co., Decatur, Ill. 

Frank Stanton, president, Columbia Broadcasting System, Inc., 485 Madison 
Avenue, New York 22, N. Y. 

Robert T. Stevens, president, J. P. Stevens & Co., Inc., 1460 Broadway, New York 
36, N. Y. 

R. Douglas Stuart, Ambassador to Canada, United States Embassy, Ottawa, 
Ontario, Canada. 

Charles Allen Thomas, president, Monsanto Chemical Co., 1700 South Second 
Street, St. Louis 4, Mo. 

John C. Virden, chairman, John C, Virden Co., 6103 Longfellow Avenue, Cleve- 
land 3, Ohio. 

Sidney J. Weinberg, partner, Goldman, Sachs & Co., 30 Pine Street, New York 5, 
a 2 

John Hay Whitney, senior partner, J. H. Whitney & Co., 630 Fifth Avenue, New 
York 20, N. Y. 

Langbourne M. Williams, president, Freeport Sulphur Co., 161 East 42nd Street, 
New York 17, N. Y. 

GRADUATE MEMBERS 


Winthrop W. Aldrich, Ambassador to Great Britain, American Embassy, Lon- 
don, W. 1, England. 

S. C. Allyn, president, The National Cash Register Co., Main and K Streets, 
Dayton 9, Ohio. 

Clarence Avildsen, chairman, Avildsen Tools and Machines, Inc., 100 Lafayette 
Street, New York 13, N. Y. 

W.L. Batt, Kenilworth Apartments, Philadelphia 44, Pa. 

Mason Britton, vice chairman, Metal Cutting Tool Institute, Chrysler Building, 
New York 17, N. Y. 

Edward E. Brown, chairman, the First National Bank of Chicago, 38 South 
Dearborn Street, Chicago 3, Il. 

Prentiss M. Brown, chairman, Mackinac Bridge Authority, St. Ignace, Mich. 

Howard Bruce, chairman, executive committee, Worthington Corp., P. O. Box 
9S7, Baitimore 3, Md. 

J. T. Cecil, 619 Euclid Avenue, Bristol, Va. 

Charles $8. Cheston, Philadelphia National Bank Building, 1416 Chestnut Street, 
Philadelphia 2, Pa. 

C. S. Ching, Cyrus S. Ching Associates, 1625 Eye Street NW., Washington 6, 
D. C. 

John L. Collyer, chairman, the Bb. F. Goodrich Co., 500 South Main Street, 
Akron 18, Ohio. 
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Carle C. Conway, chairman, executive committee, Continental Can Company, 
Inc., 100 East 42d Street, New York 17, N. Y. 

Edw. B. Cosgrove, chairman, Green Giant Co., Le Sueur, Minn. 

Cc. R. Cox, president, Kennecott Copper Corp., 161 East 42d Street, New York 17, 
N. Y. 

W. Howard Cox, chairman, The Union Central Life Insurance Co., Cincinnati 
2, Ohio. 

Paul L. Davies, president, Food Machinery & Chemical Corp., P. O. Box 760, 
San Jose 6, Calif. 

R. R. Deupree, chairman, The Procter & Gamble Co., Cincinnati 1, Ohio. 

Robert G. Elbert, 599 Madison Avenue, New York 22, N,. Y. 

W. Y. Elliott, Department of Government, Harvard University, Cambridge 38, 
Mass. 

Fred Rogers Fairchild, Knox Professor Emeritus of Economics, Yale University, 
New Haven, Conn. 

Benjamin F. Fairless, presiden., American Iron & Steel Institute, 350 Fifth 
Avenue, New York 1, N. Y. 

Charles T. Fisher, Jr., president, National Bank of Detroit, Detroit 32, Mich. 

Ralph E. Flanders, United States Senate, Washington 25, D. C. 

Robert V. Fleming, chairman, the Riggs National Bank, Washington 13, D. C. 

J. F. Fogarty, chairman, finance committee, the Cleveland Electric Dluminating 
Co., 60 Broadway, New York 4, N. Y. 

Henry Ford II, president, Ford Motor Co., 3000 Schaefer Road, Dearborn, Mich. 

Clarence Francis, 250 Park Avenue, New York 17, N. Y. 

James D. Francis, president, the Powellton Coal Co., P. O. Box 2173, Huntington 
18, W. Va. 

John M. Franklin, president, United States Lines Co., One Broadway, New York 4, 
N.S: 

H. B. Friele, president, the Nakat Packing Corp., Dexter Horton Building, Seattle 
4, Wash. 

Frederick V. Gier, president, the Cincinnati Milling Machine Co., Cincinnati 9, 
Ohio. 

Henry F. Grady, 1101 Green Street, San Francisco 9, Calif. 

Rolland J. Hamilton, 342 Madison Avenue, New York 17, N. Y. 

John M. Hancock, partner, Lehman Bros., 1 William Street, New York 4, N. Y. 

W. A. Harriman, Governor of the State of New York, Executive Mansion, Albany, 
ee 

W. H. Harrison, president, International Telephone & Telegraph Corp., 67 Broad 
Street, New York 4, N. Y. 

Henry H. Heimann, executive vice president, National Association of Credit Men, 
229 Fourth Avenue, New York 3, N. Y. 

Paul G. Hoffman, chairman, executive committee, Studebaker-Packard 
4530 Loma Vista Avenue, Los Angeles 58, Calif. 

Thomas S. Holden, vice chairman, F. W. Dodge Corp., 119 West 40th Street, New 
York 18, N. Y. 

Lou E. Holland, chairman, Holland Engraving Co., 422 Admiral 
Kansas City 6, Mo. 

John Holmes, chairman, Swift & Co., Union Stock Yards, Chicago 9, Ill. 

Charles R. Hook, chairman, Armco Steel Corp., Middletown, Ohio. 

James W. Hook, chairman, The United Illuminating Co., 80 Temple Street, New 
Haven 6, Conn. 

Preston Hotchkis, chairman, investment committee, Founders’ 
5283 West Sixth Street, Los Angeles 14, Calif. 

Amory Houghton, chairman, Corning Glass Works, Corning, N. Y. 

A. W. Hughes, president, J. C. Penney Co., Inc., 330 West 34th Street, New York 1, 
N.Y 


Corp., 


soulevard, 


Insurance Co., 


George M Humphrey, Secretary of the Treasury, Washington 25, D C. 

Austin S. Igleheart, 250 North Street, White Plains, N. Y. 

Kiric Johnston, president, Motion Picture Association of America, Inc., 1600 Eye 
Street, NW., Washington 6, D. C. 

Alfred W. Jones, chairman, Sea Island Co., Sea Island, Ga. 

Harrison Jones, 1609 Candler Building, Atlanta, Ga. 

Ernest Kanzler, vice chairman, Universal CIT Credit Corp., United Artists Build- 
ing, Detroit 26. Mich. 

Henry P. Kendall, chairman, The Kendall Co., 140 Federal Street, Boston 10, 
Mass. 
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James S. Knowlson, chairman, Stewart-Warner Corp., 1826 Diversey Parkway, 
Chicago 14, Il. 

Emory Scott Land, director and consultant, General Dynamics Corp., 1001 Con- 
necticut Avenue NW., Washington 6, D. C. 

Roger D. Lapham, 215 Market Street, San Francisco 5, Calif. 

C. K. Leith, professor emeritus of geology, University of Wisconsin, Madison, 
Wis. 

William E. Levis, Ohio Building, Toledo 1, Ohio. 

Paul W. Litchfield, chairman, The Goodyear Tire & Rubber Co., 1144 East Market 
Street, Akron 16, Ohio. 

J. Spencer Love, chairman, Burlington Industries, Inc., Box L-1, Greensboro, 
N. C. 

Robert L. Lund, president, St. Louis College of Pharmacy and Allied Sciences, 
300 South Euclid Avenue, St. Louis 10, Mo. 

George C. Marshall, Dodona Manor, Leesburg, Va. 

John L. McCaffrey, president, International Harvester Co., 180 North Michigan 
Avenue. Chicago 1, Il. 

Charles P. McCormick, chairman and president, McCormick & Co., Inc., Light and 
Barre Streets, Baltimore 2, Md. 

James H. McGraw, Jr., president, Old Town Corp., 345 Madison Avenue, New 
York 17, N. Y. 

John P. MeWilliams, chairman, The Youngstown Steel Door Co., The Arcade, 
Cleveland 14, Ohio. 

George H. Mead, honorary chairman, The Mead Corp., 118 West First Street, 
Dayton 2, Ohio. 

James D. Mooney, J. D. Mooney Associates, 11 West 42d Street, New York 36, 
N. Y. 

Thomas A. Morgan, 250 Park Avenue, New York 17, N. Y. 

George L. Morrison, chairman and president, General Baking Co., 420 Lexington 
Avenue, New York 17, N. Y. 

D. Hayes Murphy, chairman, The Wiremold Co., Hartford 10, Conn. 

Nicholas H. Noyes, chairman, finance committee, Eli Lilly & Co., 740. South Ala- 
bara Street, Indianapolis 6, Ind. 

C. R. Palmer, 10 East 40th Street, New York 16, N. Y. 

Richard C. Patterson, Jr., 111 Broadway, New York, N. Y. 

T. S. Peterson, president, Standard Oil Company of California, 225 Bush Street. 
San Francisco 20, Calif. 

John L. Pratt, Chatham, Fredericksburg, Va. 

H. W. Prentis, Jr., chairman, Armstrong Cork Co., Lancaster, Pa. 

Edgar M. Queeny, chairman, Monsanto Chemical Co., 1700 South Second Street, 
St. Louis 4, Mo. 

Philip D. Reed, chairman, General Electric Co., 570 Lexington Avenue, New 
york 22, N, xX. 

Winfield W. Riefler, Assistant to the Chairman, Board of Governors of the Fed- 
eral Reserve System, Washington 25, D. C. 

Walter M. Ringer, chairman, Foley Manufacturing Co., 3300 Fifth Street NE., 
Minneapolis 18, Minn. 

Reuben Bb. Robertson, chairman and president, the Champion Paper & Fibre Co., 
Canton, N. C. 

Reuben B. Robertson, Jr., Deputy Secretary of Defense, Washington 25, D. C. 

W. S. S. Rodgers, Chrysler Building, 135 East 42d Street, New York 17, N. Y. 

Emil Schram, Hill Crest, Peru 1, Ind. 

Blackwell Smith, Smith, Sargent, Doman and Grant, 521 Fifth Avenue, New 
York 17, N. Y. 

John W. Snyder, chairman, finance committee, The Overland Corp., 500 Security 
Building, Toledo 1, Ohio. 

Hardwick Stires, partner, Scudder, Stevens & Clark, 300 Park Avenue, New York 
7 Aa i 

Gardiner Symonds, president, Tennessee Gas Transmission Co., P. O. Box 2511, 
Houston 1, Tex. 

Reese H. Taylor, president, Union Oil Company of California, Union Oil Build- 
ing, Los Angeles 17, Calif. 

Walter C. Teagle, 30 Rockefeller Plaza, New York 20, N. Y. 

Juan T. Trippe, president, Pan American World Airways System, Chrysler 
Building, New York 17, N. Y. 

J. Carlton Ward, Jr., president, Vitro Corporation of America, 261 Madison 
Avenue, New York 16, N. Y. 
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Thomas J. Watson, chairman, International Business Machines Corp., 590 
Madison Avenue, New York 22, N. Y 

Thomas J. Watson, Jr., ahares ag 7 Iniernational Business Machines Corp., 590 
Madison Avenue, New York 22, 


J. W. Watzek, Jr., Crossett Whtoak danlh 80 East Jackson Boulevard, Chicago 
4, Ill. 

Samuel P. Wetherill, president, Hyper-Humus Co., 763 West Lancaster Avenue, 
Bryn Mawr, Pa. 

W. H. Wheeler, Jr., president, Pitney-Bowes, Inc., 757 Pacific Street, Stam- 
ford, Conn. 

Roger Williams, 90 Broad Street, New York 4, N. Y. 

Charles E. Wilson, chairman, W. R. Grace & Co., 7 Hanover Square, New York 
5, N. ¥. 

Charles E. Wilson, Secretary of Defense, Washington 25, D. C. 

R. E. Wood, chairman, finance committee, Sears, Roebuck & Co., Chicago 7, 
Ill. 

R. W. Woodruff, chairman, finance committee, The Coca-Cola Co., 310 North 
Avenue NW., Atlanta 1, Ga. 

James W. Young, Pena Blanca, N. Mex. 

Harry W. Zinsmaster, president, Zinsmaster Bread Co., Duluth 1, Minn. 


MEMBERS GOING FROM ACTIVE TO GRADUAL STATUS 


John L. Collyer, chairman of the board, The B. F. Goodrich Co., 500 South Main 
Street, Agron 18, Ohio. 


R. R. Deupree, chairman of the board, The Procter & Gamble Co., Cincinnati 1, 
Ohio. 


John M. Franklin, president, United States Lines Co., 1 Broadway, New York 4, 
x. 2. 
Charles R. Hook, chairman, Armco Steel Corp., Middletown, Ohio. 


A. W. Hughes, president, J. C. Penney Co., Inc., 330 West 34th Street, New 
York 1, N. Y. 


James § . Knowlson, chairman of the board, Stewart-Warner Corp., 1826 Diversey 
Parkway, Chicago 14, Il. 


Reuben B. Robertson, Jr., Deputy Secretary of Defense, Washington 25, D. C. 


Juan T. Trippe, president, Pan American World Airways System, Chrysler Build- 
ing, New York 17, N. Y. 


Thomas J. Watson, Jr., president, International Business Machines Corp., 590 
Madison Avenue, New York 22, N. Y 


MEMBERS RETURNED FROM GRADUATE STATUS TO ACTIVE STATUS 


S. D. Bechtel, president, Bechtel Corp., 155 Sansom Street, San Francisco 4, Calif. 
Lucius D. Clay, chairman, Continental Can Co., Inc., 100 East 42d Street, New 
York 17, N. Y. 


— B. Hall, president, the Kroger Co., 35 East Seventh Street, Cincinnati 1, 
Oo 


E. H. Lane, president, The Lane Co., Inc., Altavista, Va. 
Earl M. McGowin, vice president, W. T. Smith Lumber Co., Chapman, Ala. 


NEW MEMBERS, 1956 
Robert B. Anderson, president, Ventures, Ltd., 230 Park Avenue, New York 17, 
N.. ¥. 


Devereux C. Joseph, chairman, New York Life Insurance Co., 51 Madison Avenue, 
New York 10, N. Y. 


Frank Stanton, president, Columbia Broadcasting System, Inc., 485 Madison 
Avenue, New York 22, N. Y. 


DECEASED GRADUATE MEMBERS, 1955 


William H. Danforth, St. Louis, Mo., December 1924 
A. P. Greensfelder, St. Louis, Mo., April 1918. 

Robert H. Patchin, New York, N. Y., July 1901. 
George A. Sloan, New York .N. Y.., May 1920. 
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Mr. Parman. All right, sir. 

Now, you are on the Small Business Administration Board, are you 
not, Mr. Weeks? 

Secretary Weeks. Yes, sir. On what is known as the Loan Policy 
Board. 

Mr. Parman. Do you personally attend the meetings or do you have 
an alternate as the law permits you to have / 

Secretary Weeks. I may have an alternate attend. 

Mr. Parman. Who is your alternate / 

Secretary Weeks. Mr. Oechsle. 

Mr. Parman. Have you attended any meeting yourself or does he 
attend them all? 

Secretary Weeks. I have attend meetings, but not recently. For 
all practical purposes, he attends them all. 

Mr. Parman. Why is it, Mr. Weeks, that you all fix a limit on 
interest rates? The Congress permits you to charge, say, not exceed- 
ing 6 percent interest. Why is it you fix the 6 percent as the minimum / 
Why don’t you let it go according to the prevailing rate in the com- 
munity, which I understood at the time was the object, and if it is 
less than 6 percent, permit it to be less than 6 percent? Why do you 
have that rigid rate of not less than 6 percent ! 

Secretary Werks. Mr. Oechsle is in the room. Might I ask him to 
answer that question ‘ 

Mr. Parman. Certainly. 

Secretary Weeks. I think that same question came up last year, 
Congressman Patman. 

Mr. Parman. I beg pardon / 

Mr. Orcus.e. This same question came up last year, I believe, at 
the hearing here, and I think that the 6 percent problem has to do 
with direct loans only, and it was made on a basis so that there would 
be a uniform rate throughout the country, because on direct loans, 
the Small Business Administration had to do all of the work in 
processing of the loan, whereas, in a participating loan that work is 
done by the banks, hence the interest rates which vary throughout the 
country, are set by the bank. 

Mr. Parman. flow do you justify charging the local person, who 
is in distress or he wouldn’t come to you in the first place, and since 
he is in distress, why charge him the limit when his local bank is only 
charging him, say, 4 percent ? 

Mr. Orcus.e. As I said before, it was a question of dealing with 
taxpayers’ money throughout the country, and we wanted to keep it 
on a uniform basis on a direct loan, because the SBA has all of the 
work to do in the processing of the loan and the handling of it. 

Mr. Parman. We understood that it should be elastic so that you 
could have a prevailing rate over the country and not have a rigid rate, 
but when we fix the rate not exceeding 6 percent, then your Board 
said, “We will make that the minimum and the maximum, too.” 

There is no elasticity there at all. It is the same all over the coun- 
try, which is contrary to what I understood at the time. 

So you expect to maintain the rate at 6 percent, so far as you 
know, although the local banks charge as low as 4 percent on the same 
loan ¢ 

Mr. Orcuste. On the direct loans. 
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Mr. Parman. All right, sir. 

Now, Mr. Weeks, I would like to ask you—I am through with that 
particular part, Mr. Oechsle. 

Mr. Multer might want to ask him some questions. 

When you organized the Business and Defense Services Adminis- 
tration, you combined defense responsibilities under the Defense 
Production Act with a new and unrelated business services function, 
did you not ¢ 

Secretary Weeks. Both peace and war is embodied in the organiza- 
tion, but the business functions were not new. They were carried 
on as an extension of what the Commerce Department has historically 
done. 

Mr. Parman. In other words, the WOC is appointed pursuant to 
the DPA. They perform many nondefense functions, is that correct, 
according to your explanation just made? 

Secretary Weeks. No, I wouldn't say so. They may occasionally 
nelp out, but practically all of their efforts are devoted to the de- 
fense establishment, and the preparation of it. We have in each of 
the industry divisions a director and deputy director, and one is WOC 
und one is career, or vice versa. The man who comes down as a WOC, 
comes here to help in planning for the day that we hope may never 
come, and to educate himself in the manner in which these things 
operate. 

For example, our defense materials system, it operates today in 
peacetime to assure materials for the defense producing industries. 

I would say that his time, by and large, is spent on defense work. 

Mr. Parman. Your own answer indicates, though, it is not all spent 
on defense work, and why would you have him on nondefense work 
at all? 

Secretary Weeks. Well, I am sure it is impossible where you have 
the whole relationship to business for peace and war in one organiza- 
tion, which is the only way we see of a it, that a man who comes 
down as a WOC for the purposes spelled out in the Defense Produc- 
tion Act, for him not to occasionally get into a discussion of a peade- 
time relationship. That is not what he is here for, however. 

Mr. McCoy is here with me. He is very close to that operation. 
I should be glad to have him explain it. 

Mr. Parman. Your answer, so far as I am concerned, will suffice, 
because I have 2 or 3 other questions I want to ask you, Mr. Secretary. 

It was contemplated by Congress when authorizing WOC’s that 
they would be used only when no full-time government employee was 
available. In BDSA, however, full-time employees are utilized onl 
when a WOC is not available. BDSA was organized so WOC’s 
would serve as assistant administrators and industry division directors 
without regard to whether full-time employees would be available. 

Have those policies been adopted ? 

In other words, it was insoiel that you would not use WOC’s if 
you had a career employee available, but the rules seem to have been 
changed to where you only use a career employee if there is no WOC 
available. 

Secretary Werks. No. I don’t think that is so, sir. We try to 
get a carrer man. 

Mr. Parman. You try to get a career man first / 
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Secretary Weeks. We do, because that is what the law says we 
shall do, and where we can’t find one that is adequately suited in our 
opinion, we bring in a WOC. 

Mr. Patman. Mr. Secretary, do you look with favor on the Gov- 
ernment adopting a policy of being dependent upon outside business 
for its assistance in time of peace ? 

Now, in time of war we have complete justification for it, but in 
time of peace do you believe that we should rely upon industry ad- 
visory committees, or that we should instead build up a strong career 
service of our own that would have the knowledge and knowhow and 
not have to depend upon people who have their own interests ¢ 

Secretary Weeks. If we were living in a normal world and had 
only peacetime pursuits to consider, I don’t believe, of course, we 
would be thinking about WOC’s. 

Mr. Parman. You are looking upon this situation now as though we 
were in hostilities or almost equal to that ? 

Secretary Weeks. I certainly think we are living in a cold war 
world where hostilities, if they are not imminent, they are certainly 
a possibility at any time. 

Mr. Parman. Of course, that is always possible. 

Secretary Weexs. Not to the degree it is today. 

Mr. Parman. What is our situation as regards an emergency now 
that the President has the power to declare any kind of emergency 
he wants to; of course, inherent power; are we under any substantial 
emergency powers now emanating from the President ? 

Secretary Weeks. I wouldn’t say so, sir; no. 

Mr. Parman. What emergency powers are we under? 

You know, Dr. Flemming painted a very dark picture here yester- 
day, and you have, too, in stating what a bad situation we are in, 
and why we should do all this now, and I am just wondering if that 
situation is so bad, why we don’t have an emergency. 

Secretary Weexs. Well, because we have the adeno Production 
Act that enables us to plan and get ready for an meregency that may 
arise. I don’t know hint you may be referring to in connection with 
Dr. Flemming’s remarks, but certainly we are wise, in my judgment, 
to do everything ible to get this country ready for an emergency. 

Mr. Patman. But in order to justify advisory committees from pri- 
vate interests to came into the Government and find out what the Gov- 
ernment is going to do, which is bound to be worth a lot to them in 
their own private business, in order to justify that, you must say 
that we are in a great emergency and being in a great emergency, why 
aan _ some sort of an emergency order from the President to 
justify it 
Pe aad Weexs. It set up the machinery to make these prepa- 

ct. 

Mr. Parman. The act, of course, goes that far. 

Secretary Weeks. It sets up the machinery to make these prepa- 
rations. 

Mr. Patman. Outside of that there is no emergency power that we 
are under, as I understand it. 

Secretary Weeks. I can’t say offhand. Dr. Flemming would 
know. I would not. 

Mr. Parman. I don’t know either. 
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That is all I can think of at the present time. 

The DBA prohibits the head of an agency to redelegate his power 
to appoint WOC’s. In DBA for all practical purposes, selection of 
WOC’s has been delegated to industry, however. In the aluminum 
and magnesium division and in the iron and steel division, task groups 
were organized to select WOC’s to man these divisions, and their 
recommendations have been followed by BDSA. Why is that true, 
Mr. Secretary ? 

Secretary Weeks. Well, we go to the industry to get a man, but 
their word is not final. They recommend an individual and we look 
him over and talk with him and decide whether we think he fits 
the picture or not. We have to have the help of the industry to find 
aman. We don’t know these people at the start. 

Mr. Parman. Mr. Chairman, I assume there is no objection to the 
insertion in the record of those two tables that Mr. Weeks said he 
would bring up to date for us? 

The Cuarrman. They may be inserted. 

Mr. Parman. Thank you, sir. 

The Cuarrman. Any further questions / 

Mr. Muurer. Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Betts wants the floor. 

Mr. Berrts. Mr. Secretary, I have just one comment to make. 

It seems to me that one important consideration, as far as WOC’s 
is concerned, is that you go out and request the man. Isn’t that right? 
They don’t come oa camp on your doorstep, so to speak, begging for 
a job, is that correct ! 

Secretary Weeks. That is correct. 

Mr. Berrs. I think the fact they don’t is an indication there is no 
selfish purpose involved. 

I personally feed it isn’t fair to go out and draft a man to work with- 
out pay; make him expose his financial condition, and then imme- 
diately accuse him of coming down here for selfish purposes. I want 
Saney Mr. Secretary, that I certainly agree with the position you have 
taken. 

Secretary Weeks. I continually talk to industry groups and groups 
of businessmen and ask them, when they are called upon, to make avail- 
able people to come down here and help us and learn the ropes, so 
they will be available in this reserve that we are building up. 

Mr. Tauie. Will you yield, Mr. Betts? 

Mr. Berrs. I yield. 

Mr. Tair. Mr. Secretary, I want to say this with reference to the 
testimony of Dr. Flemming on yesterday, which I thought was very 
good—if there was any darkness in it, it was because of the fact 
that our military budget runs at a figure of $39 billion. Now, that 
is the darkness we are in, and in an atmosphere of that sort the lion 
and the lamb don’t lie down together. We didn’t make the darkness 
in our world, but we are in it. That is the atmosphere we have to face 
up to. 

Thank you, Mr. Betts. 

Mr. Berrs. That is all I have, Mr. Chairman. 

The Cuarrman. Mr. Multer? 

Mr. Mutrer. Mr. Chairman. 
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Mr. Secretary, Mr. Betts a moment ago used the word “draft.” You 
don’t draft anybody into your organization, do you / 

Secretary Werks. No, sir. 

Mr. Mutter. I would like for a moment, before I continue with my 
inquiries directed to you, Mr. Secretary, to ask Mr. Oechsle a question 
or two along the line that Mr. Patman opened up, if I may. 

Mr. Boiron. Mr. Chairman, may I inquire at that point whether the 
questions have to do with this act ? 

Mr. Moutrer. I think they have a bearing on the overall operation 
of the Department of Commerce and whether or not it would require 
amendment of this act, I don’t know, but I want to develop the facts. 

Mr. Parman. We even had Mr. Barnes, director of SBA, before 
us last year, because it does affect the Small Business Administration. 

Mr. sel If that is the feeling of the committee, I merely asked 
the question. 

Mr. Mutrer. Mr. Oechsle, I believe that you have been represent- 
ing the Department on the Loan Policy Board of SBA since its 
organization, is that correct? 

Mr. Orcuste. I have attended all of the meetings. In most cases, 
however, the Assistant Secretary for Domestic Affairs is the repre- 
senative of the Secretary, and since I have been deputy assistant secre- 
tary, I have been under three assistant secretaries, starting with Craig 
Scheaffer, Lothair Teetor, and now Mr. Frederick Mueller will be 
the representative. He has just come down to government. He has 
only been here a short time, but in the meantime I have attended all 
of the meetings. 

Mr. Mutrer. How far back in point of time does your service in the 
Department go? 

Mr. Orcuse. May 25, 1953. 

Mr. Mutter. What was your affiliation in business before coming 
to the Department ? 

Mr. Orcuse. Before coming to the Department I had retired from 
active business. I have a business with my son-in-law up in East 
Hampton, Mass. The Tubed Chemical Corp., from which I am on 
leave of absence. 

Mr. Murer. You also attended some of the hearings of the Small 
Business Committee of the House, did you not ? 

Mr. Orcus.e. I did, yes. 

Mr. Mutter. Did Mr. Barnes report very early after the organiza- 
tion or after his appointment to the Loan Policy Board that when he 
attended before the House Small Business Committee, they were very 
pointed in their comments about the intent of Congress being that 
the pervailing rate of interest should be charged throughout the 
country on small business loans ? 

Mr. Orcuste. That has come up at Loan Policy Board meetings, yes, 
sir. 
Mr. Mutter. Did he report also that the Small Business Committee 
said it was the intent of Congress that not more than 6 percent 
should be charged ? 

Mr. Orcuste. That was also discussed at Loan Policy Board 
meetings. 

Mr. lh Do you know, or were you present at the Loan Policy 
Board meeting at which it was determined that more than 6 per- 
cent would be charged on small business loans ? 
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Mr. Orcusie. That I would have to check and find out. 


(The following information was submitted by the Department of 
Commerce :) 


Mr. Oechsle was not at the meeting referred to. The practice from the first 
to date in this matter follows: With respect to certain loans in which SBA 
participated with local banks, the original policy was to let the local bank set 
the interest rate. In the case of loans on accounts receivable, the borrowers 
could arrange for loans from factors at 12 percent or higher or occasionally 
with banks at a lower figure. In 51 cases (out of some 2500) SBA participated 
at joint rates in excess of 6 percent. Later, SBA limited its charges to 6 per- 
cent without regard to the rate charged by the bank. Upon enactment of the 
1955 amendment, no loans were made involving interest rates in excess of 
6 percent. It should be added that the rates on loans secured by accounts 
receivable must reimburse the banks for attending to considerable detail in the 
administration of assigned accounts. 


Mr. Mutter. Do you know that more than 6 percent had been 
charged up to the time we changed the law last year? 

Mr. Oercuste. Yes, on certain participating loans with banks, 
where in certain sections of the country, like Texas and numerous 
other States, where there is a higher bank loan average, yes, it ran 
over. 

Mr. Parman. It didn’t hurt you much in Texas because you didn’t 
make many. 

Mr. Orcus.ez. I know. 

Mr. Muurer. What was the highest rate charged to small business? 

Mr. Orcuste. That I would have to check. 

Mr. Mutter. Would you get that information for us? 

Mr. Oxrcus.e. Yes, sir. 

(The information supplied by the Department of Commerce is as 
follows :) 

The highest charge was 8 percent. This was made on 14 loans secured by 
accounts receivable. In addition to the difficulties attendant on such loans re- 
cited above, it should be made clear that many factors go into loan decisions, 
including decisions on interest rate to be charged, which are essentially trans- 
actions between the bank and the borrower. The nature of the loan, purpose 
for which sought, type of security available, reputation for repayment, whether 
the lending institution has been extended in its lending functions, etc., are such 
factors which affect the rate to be charged. 

Mr. Mutter. Were you present at any Loan Policy Board meeting 
in which the matter was brought up again after the change of the 
law last year at which it was reported that it was the intent of Congress 
that the prevailing rate should be charged, not more than 6 percent, 
and that small-business men should be charged less than 6 percent on 
their loans, where the prevailing rate was less than 6 percent ? 

Mr. Orcuste. That I will have to check. 

Mr. Mutter. If you will, please. 

Mr. Orcus.e. I will be glad to do that. 

Mr. Mutter. Thank you. 

(The information supplied by the Department of Commerce is as 
follows :) 


Mr. Oechsle was present when the interest to be charged after the 1955 amend- 
ments were enacted was discussed. It should be clear from the above explana- 
tions that there is no prevailing interest rate charged in an area. The definition 
of an “area” itself presents very considerable difficulty. The type of factors which 
go into decisions as to the rate to be charged are described above. An overriding 
consideration in determining the prevailing rate to be charged in the area is the 
fact that the particular loan is not being made in the area. If funds are avail- 
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able elsewhere, SDA may not make the loan. The problem is then one of deter- 
mining the rate which would be charged by private lenders in making a loan 
which will not be made by private lenders. 

Mr. Mutter. Mr. Secretary, I may have misunderstood one of your 
comments or answers to the chairman. Did I understand you to tell 
him that you were in agreement with the intent of the law requiring 
WOC’s to make full disclosure of their business affiliations ? 

Secretary Weeks. I am agreeing with it as long as it is a part of the 
law, but I suggested in my statement, which I read before you came in, 
Mr. Multer, that the committee give consideration to eliminating that 
provision. 

Mr. Mutrer. I noticed that in your statement. That is why | 
thought possibly I misunderstood you as to your agreement with the 
spirit of the law. In other words, you think it is a bad provision of the 
law and ought to be eliminated ? 

Secretary Weeks. My agreement was on the question of policy 
making. I completely agree with that. 

Mr. Mutter. You disagree with the policy, but as long as it is the 
policy written into the law, you will enforce it? 

Secretary Werks. Of course I will, yes, sir. 

Mr. Motrer. Now, before your confirmation, Mr. Secretary, you 
made full and frank disclosure to the Senate committee of your busi- 
ness affiliations and financial affairs, did you not ? 

Secretary Weeks. No, sir. I told them of my business connections, 
all of which I severed when I took office, but I have never made any 
disclosure of my personal affairs. I have never been asked for them. 

Mr. Mutter. Of course you didn’t raise any objection to severing 
those business connections in order to qualify as Secretary of Com- 
merce ¢ 

Secretary Weeks. Not in the slightest. 

Mr. Mutrer. You put the duty to your country first ? 

Secretary WEEKS. Well, I hope I will always put duty to my coun- 
try first, and the WOC’s do, but they occupy a somewhat different role 
in the scheme of things. 

Mr. Mutter. Yes. That is the very point I am going to try to 
make, Mr. Secretary, that you and everybody in your Department who 
is full-time are subject to several sections of the law—sections 281, 
283, 284, 434, title XVIII of the U. S. Code, section 190 of the Re- 
vised Statutes, and those provisions carry with them not only restric- 
tions against doing certain things but they also carry criminal 
penalties if anyone violates those sections of the law. | 

Now, the WOC’s are exempted from all of those provisions, are they 
not, by express provisions of the statute ? ; 

Secretary Wreks. I can’t answer the question categorically, but I 
don’t think they are exempt from the type of provision you refer to. 
WOC’s are not allowed on our rolls at all because of the Defense Pro- 
duction Act, and we think of their use as a part of building up defense 
mechanism and planning the mobilization base and getting the stock- 
piling. They wouldn’t be here if it weren’t for defense planning. 

Mr. Mutter. We wrote into section 710, subdivision 4 (b)—you 
will find it on page 20 of the little blue pamphlet, “Express Exemp- 
tions from the Operation of Those Sections,” which I referred to a 
moment ago—you observe that, do you not, Mr. Secretary ¢ 

Secretary Weeks. May I ask what the question is? 
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Mr. Mutter. I am directing your attention first to the fact that 
these sections of the law carry with them criminal penalties as well as 
certain restrictions against any full-time employee of your Department 
doing certain things, and those penal sections of the law, as I just 
directed your attention, do not cover WOC’s by express exemption 
written into the law. 

Secretary Weeks. Section 281, 283, 284, 434, and so forth? 

Mr. Mutrer. Yes. Having in mind you and your fulltime em- 
ployees are subject to those sections, and the WOC's are expressly 
exempted from the provisions, why is it difficult to justify the restric- 
tions that have been placed on the WOC’s? 

Secretary Weeks. Well, 1 haven’t made any complaint about the 
restrictions, except this particular one on financial disclosures, which 
I don’t think is necessary nor do I think it quite fair to those men 
that are involved. They are here for a very short period, relatively, 
for a particular purpose, and I don’t think it accomplishes anything 
that wouldn’t be accomplished anyway, and I think it is an unfair 
distinction we draw on these people. 

Mr. Murer. Well, then, Mr. Secretary, is it fair to say that your 
statement at the bottom of page 3 that “it seems anomalous, therefore, 
that unusual restrictions and inhibitions have been placed upon their 
employment”—that should be limited solely to the disclosures of their 
status and business connection ¢ 

Secretary Weeks. That was what I was talking about; yes, sir. 

Mr. Mutter. Now, when we changed the law last year and put in 
an express provision that you must in the first instance determine that 
a full-time employee can not do the job before you take a WOC, we 
had in mind that a great many WOC’s were coming in and doing the 
job because in many instances they thought they could do the job and 
at the same time help their companies. Now, whether or not that 
was a proper reflection upon them or not is beside the point, but the 
Congress did feel, at least in some instances, there were full-time em- 
ployees available to do the job that WOC’s were being called upon to 
do. We expressly required heads of the Departments to first deter- 
mine that there is no full-time employee available to do the job before 
putting on any WOC. 

Has your Department done that in each instance before continuing 
the WOC's or puttin on new WOC’s? 

Secretary Weeks. We make every effort to find the right man on 
a career basis, but we just can’t do it in many instances. We can’t get 
the type of an individual we think we need to fit into the scheme of 
things. 

The CuHarrMAN. Mr. Multer, will you yield to me? 

Mr. Mutter. Yes, sir. 

The CuarrMan. Mr. Secretary, you say you are in favor of repeal- 
ing that section that requires disclosure of the property of the WOC. 

Now, Dr. Flemming testified that he wanted the bill or the act con- 
tinued as is. He didn’t make any such request as that. 

What is the policy of the administration with reference to that? 

Secretary Werks. I dare say 

The Cuarrman. Has that provision ever been submitted to the 
Bureau of the Budget? 
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Secretary Werks. I dare say that particular provision, there is no, 
presumably is no administr ation policy on it. I know that Dr. Flem- 
ming made the statement you attribute to him. I have personally 
felt—this is my personal view—that while it is there we can live 
with it and will live with it. I could not refrain from saying, as a 
matter of fairness, that I thought it was wrong and unnecessary to 
make this distinction between these people and make them disclose 
their personal affairs. 

Now, if it is in there, we will work with it. We are working with 
it today. They have all filed their statements in accordance with the 
statute, everyone that is with us. 

The CHarMan. So that was Dr. Flemming’s personal opinion and 
this is your personal opinion ? 

Secretary Werks. I think so; yes, sir. Most of the WOC’s are in 
the Department of Commerce. T think Dr. F lemming only has a few 
WOC’s. Most of them are in the Commerce Department, 

The CHarrman. You don’t take issue with him for making any 
demand for a change in the act as it now exists? 

Secretary Weeks. No. 

The CHarrman. You are merely expressing your personal opinion 
about this? 

Secretary Weeks. Just expressing my personal opinion, sir. 

Mr. Murrer. Mr. Secretary, if you have this recruiting program in 
full swing now by which you bring down to Washington men who 
you think can serve in the event of « emergency, and you indoctrinate 
them as to what they should do, why is it necessary, when you are 
building up that kind of a reserve, to continue WOC’s at all today? 
Why an’t you let all the WOC’s go, knowing that you have got a 
reserve that you can call upon in event of emergency ? 

Secretary Weeks. Because I think you would do great damage to 
your defense planning program if you didn’t have them. It is hard 
for me to understand why anyone would not agree that it is extremely 
desirable to have this leavening of men fresh from business on a rotat- 
ing basis. Here we are dealing with business. That is what we are 
there for, both in whaistinie for mobilization, and I think you do great 
harm to the planning program, to the work we do for the ODM, 
unless we had these fellows come in. 

In addition they are building up this executive reserve, so that if 
we get into trouble, we can call on several hundred people to come in 
and go right to work and they will know what to do and know how 
the machinery operates. 

Mr. Mutrer. Are these WOC’s in your Department putting in full 
time? 

Secretary Werks. Yes, sir. 

Mr. Murer. We have been told many of them put in only 2 or 3 
days a week in Washington and the other 2 or 3 days they put in in their 
own plants or offices. 

Secretary Weeks. As I pointed out, we have 34 today. Twenty-one 
are, you might say on full time, and the others are on a consultant 
basis, so possibly some of those you have reference to, sir, are those 
who come in on a consultant basis from time to time. 

Mr. Moutrter. I wouldn't expect a consultant to come in on a full- 
time basis; but I am referring to WOC’s who are directors, assistant 
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directors, and deputy directors. I think it was the impression of 
Congress that those men, for the limited time they would be with 
Government, would put in full time and not divide their time be- 
tween Washington and their home offices. 

Secretary Werks. They do put in full time, sir. 

Mr. Parman. You mean to say all WOC’s put in full time ? 

Secretary Werks. All except those on a consultant basis, and most 
ofthemdo. Weonly have 13 of them. 

Could I ask Mr. McCoy to give you a little detail on that ? 

Mr. McCoy. In times past, Congressman, there may have been 
some WOC’s who felt that they got their work done in less than full 
time. Today, however, our experience is that all of our regular line 
people spend full time at their jobs. The WOC’s we now have, a 
limited number on a consulting basis, may be spending 1 or 2 days a 
month with us, depending on circumstances, and it varies rather 
widely in that respect. 

Mr. Muurer. The old National Production Authority was reorgan- 
ized into the Business and Defense Services Administration. When 
that was done, WOC’s were put in charge of BDSA, were they not? 

Mr. McCoy. No, sir. 

Secretary Werks. No, sir. 

Mr. Murer. Weren’t some WOC’s in charge of recruiting person- 
nel for BDSA? 

Secretary Werks. I don’t know of any. 

Mr. McCoy. No, sir. 

Mr. Murer. Isn’t it a fact that WOC’s in BDSA dismissed some 
200 employees in that Department and the Civil Service Commission 
was required to direct that they be reinstated ? 

Mr. McCoy. I can answer that, Mr. Secretary. 

You are referring to the time when there was a great reduction in 
force, beginning early in 1953, or earlier than that, actually, but the 
major reduction in force in the National Production Authority oc- 
curred in January 1953, and proceeded largely through August and 
September of that year. The reorganization, the reduction in force 
was carried out under the general direction of the Assistant Secretary 
of Commerce at that time. 

Mr. Mutrer. Wasn’t the reason the Civil Service Commission di- 
rected 200 employees to be reinstated was the reduction in force was 
not really a reduction in force, that their duties were simply trans- 
ferred to other persons ? 

Mr. McCoy. No, sir. 

Mr. Mutter. What is the reason ? 

Mr. McCoy. We had a very large reduction in force to accomplish 
in a very short time. You may recall the Congress did not appro- 
priate funds for the fiseal year 1954 until long after the beginning of 
that fiscal year. We did not know at that time how much money we 
would have to operate on, so we had to carry out a reduction in force, 
in some cases greater than was necessary, that later turned out to be 
necessary. J 

The Civil Service, by request of the Commerce Department reviewed 
the reduction in force program and found that there were those who 
were entitled to stay on rather than be dismissed, and those correc- 
tions were made in accordance with civil-service rules and regulations. 
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Mr. Muurer. In the course of making those corrections and rein- 
stating those 200 employees, wasn’t it necessary, also, to follow the 
civil-service directive that you release some 52 percent of the em- 
ployees the WOC’s had retained ? 

Mr. McCoy. WOC’s were not involved themselves in the reduction 
in force. 

Mr. Mutrer. Did not the WOC’s employ personnel which the Civil 
Service Commission required to be dismissed ? 

Mr. McCoy. The decision about who was released was an adminis- 
trative decision not made by WOC’s at all. They were asked for 
some advice with regard to capabilities of people then on the staff; 
did they have the required experience, in their judgment, to carry 
on the work that might be required; but the final decision rested with 
the Assistant Secretary of Commerce for Domestic Affairs and Assist- 
ant Secretary of Commerce for Administration,who finally issued the 
orders on the reduction in force. 

Mr. Mutrer. You say it was just coincidental that 52 percent of the 
employees that had been retained by WOC’s had to be released in order 
to make room for the 200 employees who had been dismissed ? 

Mr. McCoy. I don’t understand that question. WOC’s were not 
involved in the reduction, Mr. Multer. They cannot be. 

Mr. Mutrer. Where were the employees working who had to be 
released to make room for the 200 employees that were reinstated ? 

Mr. McCoy. Throughout the industry divisions of the then NPA. I 
don’t recall how that was distributed. 

Mr. Muurer. Throughout the industry divisions of BDSA? 

Mr. McCor. NPA at that time. It didn’t become BDSA until 
October 1. 

Mr. Motrer. It is throughout the industry divisions that you have 
practically all of your WOC’s? 

Mr. McCoy. That is right. 

Mr. Moutrer. As a matter of fact, in the current Congressional 
Directory, of 20 directors in the industry division, 16 are WOC’s and 
4 are full-time employees. 

Secretary Werexs. Twenty-five industry divisions; 14 are under 
directorship of a WOC and 11 under the directorship of a career man. 

Mr. Mutter. That is the situation today ? 

Secretary Werks. Yes, sir. 

Mr. Mutter. When this directory went to press earlier this year, 
however, it indicated 16 WOC’s and 4 full-time employees were 
directors. 

Mr. McCoy. That directory isn’t correct as of today. 

Mr. Mutter. When you bring up to date the statement of WOC’s 
that you are going to do pursuant to Mr. Patman’s request, will you 
indicate on that, please, which of those WOC’s on the list, that is part 
of the record of our hearings of last year, are no longer there, and 
which of the WOC’s now there have come with Government within the 
last 6 months? 

Mr. McCoy. Mr. Multer, we have a list of the current WOC’s now 
employed on duty. If I understand Mr. Patman’s request, it was to 
take the old comprehensive list, which we gave to this committee last 
year, which is several hundreds of names, and bring that list up to date 
by adding WOC’s who served in one capacity or another in our De- 
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partment since that list was made up. That will be a full and com- 
plete list then, going back to 1951. It will show only by inclusion the 
new names, the new people who have served since that list was com- 
piled. We can provide you now witha list of current WOC’s 

Mr. Mutter. Suppose you supply that to us as of now anil then you 
can bring the list up to date as requested by Mr. Patman. I think that 
will serve our purposes. 

To a certain extent the other list will be duplication of this 

Mr. McCoy. These names will be included in the bringing up to date 
of the larger list. 

Mr. Mutter. If it is agreeable to the committee, suppose we use this 
and not make it a part of the record, and make the other a part of the 
record. 

Mr. Patman. I think it would be well to put this one in because the 
other one—if we want to find out which is brought in, it would be 
difficult. 

Mr. Mutter. May this be made part of the record, Mr. Chairman ? 

The Cuarrman. Without objection this may be made part of the 
record. 

(The information follows :) 


Industry officials employed without compensation in BDSA as of Mar. 14, 1956 
IN OPERATING POSITIONS 














Name Position in BDSA | Company affiliation and position 
Burley, John V- Director, [ron and Steel Division | Assistant general manager of sales, 
| Republic Steel Corp., Cleveland, 
Ohio. 
Crosby, Joseph P Director, Metalworking Equipment | Vice president, Lapointe Machine 
| Division. | Tool Co., Hudson, Mass. 
Dueringer, Wilbur F | Director, Power Equipment Division.| Engineer in charge of sales of steam 


turbines, Allis-Chalmers Manufac- 
turing Co., Milwaukee, Wis 


Fowles, George A __| Director, Chemical and Rubber Div- | Manager, plastic materius sales, B. 
ision. | F. Goodrich Chemical Co., Cleve- 

| | land, Ohio. 

Frazza, Louis F | Director, Water and Sewerage Indus- . unager, direct sales pipe division 
try and Utilities Division. Joh is-M inville Sales Corp., New 

Y ork, N. Y. 
Gibbs, Lewis T _- | Chief, Carbon and Alloy Semifinished | Assistant manager, high strength 
| Rail, Structural, Bars, Wire, and steel sales, U. S. Steel Corp., 
Forgings Branch, Iron and Steel Pittsburgh "30, Pa. 
Division. 

Halderman, Lawrence J___| Director, General Components Div- | Branch : ~ wer, Timken Roller 
ision. | Bearing ¢ Los Angeles, Calif. 

Jones, William J | Director, Automotive Division Assistant ge ee: production man- 

| ager, Chrysler Corp., Detroit, Mich. 

Krohn, Gilbert H_- Chief, Stainless, Hi-Temp, Alloy and | Sales represeatative, tubular prod- 
Tool Steel Branch, Lron and Steel ucts division, Babcock & Wilcox 
Division. Co., Chicago, Il. 

Macauley, Irving P Director, Aluminum and Magnesium | Vice president, executive sales, 
Division. = ynolds Metal Co., New York, 

=. 

Martin, Roger H Chief, Carbon and Alloy Flat Rolled hasta int manager, tubuls ar products, 
and Tubular Products Branch, Iron Jones & Laughlin Steel Corp., 
and Steel Division. Pittsburgh 30, Pa 

Martin, Terry B__-_-_- Director, Electrical Equipment Div- | Standards engineer, Square D Co., 
isio 1, Milwaukee, Wis. 

Merliss, Frederick A-_-- Deputy Director, Aluminum and | General  superi.tendent, United 
Magnesium Division, Smelting & Alumiaum Co., Inc., 

New Havea, Co in, 
Pommer, Clifford G- Director, Shipbuilding, Railroad, | Manager, marketing, Schenectady 
Ordnance and Aircraft Division. Aeronautic and Ordnance Systems 
Dep: artment, - neral Electric Co., 
Schene etady, 
Reed, R. Chester-. | Deputy Director, Containers and Supervisor, SRS and shipping 
| Packaging Division. division, the Texas Co., New York, 
| N. Y. 
| 


Sandston, William L Chief, Business Research and Analysis Economic analyst, Armco Steel 


Branch, Iron and Stee] Division. Corp., Middletown, Ohio. 
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Industry officials employed without compensation in BDSA as of Mar. 14, 1956— 


Continued 





Name 





Seeley, Clarence W 


Stuart, Charles M_.____- 


Van Rensselaer, Cortlandt_| 


Waindle, Roger F. 


Williams, Robert E 


Abbott, Edward 


Bailey, Frank R___- 


Claussen, John A 


Compter, George H 


Daniels, Ernest W_.. 


Lickey, Edward F_- 


Moore, Thomas J., Jr- 


Reid, James F., Sr____---- 


Sauers, Marguerite M_.___} ..- 


Schlueter, Louis A--- 
Sebastian, Robert L- 


Vuckel, Carl M-_-_--- 
Ware, Joel B___- 


} 





IN OPERATING POSITIONS 


Position in BDSA 


Director, Copper Division. 


Director, General Industrial Equip- 
ment Division. 

Deputy Director, Scientific, Motion 
Picture and Photographie Products 
Division. 

Chief, Castings 
Steel Division. 


Branch, Iron and 


Director, Communications 
ment Division. 


CONSULTANTS 
Consultants Food Industries Division. 


Adviser (Nickel), 
Division. 


Iron and Steel 


Consultant, Iron and Steel Division... 


Consultant, 
Division. 


Electrical Equipment 


Consultant, Forest Products Division 


Consultant, Metalworking 
ment Division. 


| Consultant, Iron and Steel Division... 


..do 


Adviser (Chemical and Rubber Ind.), 
Chemical and Rubber Division. 


Consultant, Aluminum and Magne- 
sium Division. 

Consultant, Food Industries Division- 

Consultant, Forest Products Division. 


Equip- | 


Assistant to 


Equip- 





Company affiliation and position 


District sales manager, Scovill 
Manufacturing Co., Waterbury, 
Conn. 


Assistant to executive vice president, 
Carrier Corp., Syracuse, N. Y. 

Assistant sales manager, Hewlett- 
Packard Co., Palo Alto, Calif 


Vice president, Consolidated Found- 
ries & Manufacturing Co., Boston, 
Mass 

Staff representative, Automatic Elec- 
tric Co., Chicago, Il. 


Assistant to vice president, Abbotts 
Dairies, Inc., Philadelphia, Pa. 
Manager, special activities, Inter- 
national Nickel Co., Inc., New 

York, N. Y. 

Secretary, Pig Iron Division, Ameri- 
can Iron & Steel Institute, New 
York, N. Y. 

vice president and 
secretary, Ford Instrument Co., 
Division of the Sperry Corp., Long 
Island City, N. Y. 

Director of sales, Harbor Plywood 
Corp., Hoquiam, Wash. 


Retired. 


General manager, Brainard Steel 
Division, Sharon Steel Corp., 
Warren, Ohio. 

Production manager, The Timken 


Roller Bearing Co., Canton, Ohio. 
Executive assistant, General Refrac- 
tories Co., Baltimore, Md. 
Member of Staff, American Coke & 
Coal Chemicals Institute, Wash- 
ington, D. C. 
Retired. 


Do. 
Sales representative, Great Northern 
Paper Co., Chicago, Ill. 


Mr. Mu rer. Is it the practice of your office, Mr. Secretary, that 
WOC’s should remain on duty with the Department for 6 months and 
then a new person brought in; or do some stay on longer than 6 


months? 


Secretary Weeks. Six to nine months, a few a year, I think. 
Mr. McCoy. Most of them are 6 months. 
Secretary Weeks. Most of them are about 6 months. 

Mr. Murer. Do you find it necessary to disqualify WOC’s from act- 
ing on tax amortization matters ? 
Let me reframe the question. 

Did you direct that WOC’s be disqualified from acting on tax 
amortization matters ¢ 

Secretary Werks. Yes, sir. 

Mr. Muurer. Why was that done, sir? 
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Mr. McCoy. That was done, Mr. Multer, because, first, we do not 
want any WOC acting upon an application for accelerated amortiza- 
tion from his own company. He wouldn’t do that anyway. 

Second, that we wouldn’t want to put them in a position of passing 
upon any benefit to be given to a competitor, no matter how remote, 
so they are completely disqualified or do not concern themselves at 
all with tax amortization. That is entirely in the hands of career 
people. 

Mr. Mutrer. In other words, you consider that there is a possibility 
that either the man might be passing on the application of this own 
company or if not, he might be passing on the application of a com- 
petitor ? 

Mr. McCoy. That is right. 

Mr. Mutrer. To turn down the application of a competitor keeps 
that company from moving forward. 

Now, are there two assistant administrators in Business and De- 
fense Services Administration still WOC’s? 

Secretary Weeks. No,sir. There are three, and they are all career 
people. 

Mr. Motrer. Is it correct to say at the top, the Administrator, 
Deputy Administrator and three Assistant Administrators are all now 
career people ¢ 

Secretary Werks. Yes, sir. 

Mr. Mutrer. Let’s go to the aluminum and magnesium division. 
The Director there is a WOC? 

Mr. McCoy. Yes, sir. 

Mr. Murer. The Deputy Director is a WOC? 

Mr. McCoy. Yes, sir. 

Mr. Mutrer. The Assistant Director is Mr. Arthur A. Snow ? 

Mr. McCoy. That is right. 

Mr. Mutrer. How long has he been with the Department? 

Mr. McCoy. I cannot give you that answer offhand. Mr. Snow has 
been in the aluminum division since OPA days; I would say 4 or 5 
years. F 

Mr. Mutter. A good competent man ? 

Mr. McCoy. Very. 

Mr. Mctrer. Does the Director of the aluminum division change 
every 6 months? 

Mr. McCoy. That has been the practice. ‘ 

Mr. Mutrrr. The change is made by first bringing in someone from 
Alcoa, then he is succeeded by a Kaiser or Reynolds man and the third 
man is either Kaiser or Reynolds, depending on who the second man 
was, and each serves 6 months? 

Mr. McCoy. That is right. 

Mr. Mutter. What is the situation with reference to the Deputy 
Director? 

Mr. McCoy. The Deputy Director is a person from one of the in- 
dependent fabricating companies in the industry. 

Mr. Motrer. You say one of the iodlianalent fabricating com- 
panies? 

Mr. McCoy. Yes; other than the primary producers. 

Mr. Mutter. In all fairness, don’t you think Mr. Snow is suffi- 
ciently competent to do the job of a director, having in mind the 
director and deputy director change every 6 months? 
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Mr. McCoy. It is a very small division. Mr. Snow is a competent 
man. We feel, however, that for sometime we should have two men 
from industry in that division who receive training. We do not 
think Mr. Snow, yet, with all due deference to his capabilities, is 
quite—has quite the capacity today to take either the deputy job or 
the director’s job. 

Mr. Mutrer. He is the one man in the division who guarantees 
continuity of action ? 

Mr. McCoy. That is right. We hope to increase the staff of that 
division, because Mr. Snow is overworked. Unfortunately, he is in 
the hospital now. We would like to increase that staff. At some- 
time in the future possibly it will be possible to promote Mr. Snow 
to deputy director, add to the division, and have only a director of 
the division as WOC. 

Mr. Mutrer. I think I counted yesterday when Mr. Flemming was 
here that about 4 WOC’s are in subordinate positions to that of 
director, and in the subordinate positions to director, such as deputy 
director, you had about 26 full-time career employees. I can’t under- 
stand—and I wish you would try to make it clear for the record, if 
you can—why those full-time men acting as deputy directors can’t do 
the job of the director and have the director as his adviser rather 
than have a WOC sitting on the top as the director. 

Secretary Weeks. Well, you only do in about half the cases, and in 
those cases it is a matter of judgment as to how you get the best re- 
sults. You have the two elements entering into the picture, and you 
decide in that case, “Well, that is the type of man we need to get the 
best results.” 

Mr. Kitsurn. Would the gentleman yield for a parliamentary 
inquiry ¢ 

Mr. Mutter. Yes. 

Mr. Kitsurn. I would like to respectfully ask how we are going 
to distribute the time among the members of this committee in ques- 
tioning. 

Mr. Mutter. So far as I am concerned, any time the chairman feels 
we should go under the 5-minute rule, I am agreeable to that. 

The Cuarrman. I usually recognize the members when they ask for 
recognition. I asked if anybody desired recognition, and nobody 
over here said they wanted recognition. Mr. Multer said he wanted 
recognition. 

If anybody wants recognition, I am always glad to give it, and there 
is no discrimination, 

Mr. Kirtsurn. I don’t claim discrimination, but if you have an hour 
and a half questioning and somebody takes a half hour, say, a lot of 
them don’t get a chance to question. 

The CHarrmMan. We would have to establish the 5-minute rule or 
something of that kind. We might do that. Then after we get 
through with that, interrogation goes on anyhow, so we finally fall 
into the same thing. 

Have you any questions you desire to ask now ? 

Mr. Kirpurn. I have 2 or 3 short ones. 

Mr. Mutter. I will yield. 

The Cuarrman. I recognize you. 
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Mr. Mutrer. Mr. Chairman, I have always sat back and let the 
other members ask their questions because I know I usually go longer 
than they do. I will yield the witness. 

Mr. Kitsurn. I would like to ask, Mr. Secretary, if you are sup- 
porting H. R. 9852. 

Secretary Weeks. If that is the bill we are discussing, sir, I am. 

Mr. Kitsurn. Without any changes? 

Secretary Weeks. Yes, sir, I am. 

Mr. Kitgurn. So that you do not recommend any amendment such 
as you indicated a difference of opinion on a little while ago? 

Secretary Werks. I am not specifically recommending any amend- 
ment except that the committee give some consideration to that one 
point that Imade. Otherwise, none at all, sir. 

Mr. Kitsurn. Otherwise, you support the bill just like it is? 

Secretary WreEKs. Yes, sir. 

Mr. Kitpurn. Thank you. 

That is all. 

The Cuarrman. Does anybody else desire recognition on this side? 

Mr. McVey. I should like to ask a question, Mr. Chairman. 

The Cuarrman. Mr. McVey. 

Mr. McVey. Thank you, Mr. Chairman. 

Mr. Weeks. I want in the beginning to tell you that I am convinced 
that the employment of WOC men is a good government procedure. 
I have known many of those men over the years and they have been 
very high-principled men and very efficient. I think they bring to the 
Government a type of experience and a background that you cannot 
find in the career employee. Over the years I have heard this objec- 
tion on the part of businessmen. ‘They have told me that when they 
come down to Washington they have to sit at the feet of young men 
many times who lack the background of experience in dealings with 
problems they have presented. 

Mr. Flemming made the statement yesterday that—and I want to 
say that Mr. Flemming made a very fine statement before this com- 
mittee. He was very loyal to the Department of Commerce—he gave 
us this impression: that career employees are not entirely immune 
from unfaithfulness to their trust, and he left the impression with me 
at least that the percentage of men in the WOC group, which is un- 
faithful to its trust, is no greater than that among career employees. 

Do you wish to comment on that? 

Secretary Weeks. Well, as far as the WOC’s are concerned, I don’t 
recall, since we have been there, since this administration has been in 
office, I don’t recall any WOC that hasn’t been faithful to his trust. 
I think the record will bear that out. 

As far as the career people are concerned, I am a great admirer 
of the career service ed I hope that it will stay with us and contin- 
ually improve. 

In any group of society there is always someone who turns up 
that may not : the right thing. He is the exception that proves 
the rule, and that is so all through Government and private enter- 
prise, but I think we have an excellent record and offhand I don’t 
think of anything, by career or WOC, that I could criticize from 
the standpoint of being faithful to their trust since I have been here. 

Mr. McVey. I am glad to have your statement in regard to whether 
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you support this bill. I think you made the remark at the close of 
your statement that you did favor the passage of the bill as it is. 

Secretary Week. Yes, sir. 

Mr. McVey. But you wanted us to consider this matter of WOC’s. 

Secretary Werks. Yes, sir. 

Mr. O’Hara. Mr. Chairman. 

The CHatrman. Mr. O'Hara. 

Mr. O’Hara. Mr. Secretary, am I to accept your prepared state- 
ment as an expression of your personal opinion or as expressive of 
the policy of the administration 4 

Secretary Werks. You mean with respect to the 

Mr. O’Hara. The entire prepared statement. 

Secretary Weeks. Well, I would say generally speaking it is the 
administration position, except that I said that on the matter of the 
disclosure of personal affairs, that that was my personal opinion, but 
insofar as the support of the bill, and the general statement is con- 
cerned, that goes along with the statement made by Dr. Flemming 
and with what I would say was administration position; yes, sir. 

Mr. O’Hara. I refer only to the prepared statement. 

I had presumed that when a member of the President’s Cabinet 
appears before a committee of the Congress, his prepared state- 
ment sets forth the position of the administration, and in accord 
with the policy of the administration. Am I right or wrong? 

Secretary Weeks. Yes, sir; generally speaking. It does in this 
case, as I say, except that 

Mr. O’Hara. Might I call your attention to page 4 of your pre- 
pared statement in regard to the requirement that WOC submit state- 
ments of their financial interests. 

Secretary Weeks. That is my personal view. 

Mr. O’Hara. Then what part of this prepared statement is your 
personal opinion and what part encompasses the policy of the ad- 
ministration ¢ 

Secretary Weeks. I would say it is all administration policy except 
that one, and that might be. I just haven’t checked it out with any- 
body else. 

Mr. O’Hara. Going a little bit lower, to the last paragraph on para- 
graph 4, you state that, “In view of the present international outlook, 
I would think that a 2-year extension in place of the previous 1-year, is 
fully justified.” Is that your personal opinion, that the outlook at the 
present time, the international outlook is so gloomy that we must take 
& pessimistic view of it or is that the finding and the belief of the 
administration ? 

Secretary Weeks. That is both my personal opinion and I would say 
it was the administration view, in which the lead is taken by the Office 
of Defense Mobilization, Dr. Flemming. I think the mere fact, as has 
been pointed out this morning, that we are spending $39 billion for 
defense and defense-supporting setup, that there must be some serious 
situation in the world or we wouldn’t be doing that. 

Mr. O’Hara. Mr. Secretary, this administration is running for re- 
election on a platform that the peace has been won. Do you not dis- 
cern an inconsistency in what you now testify is the administration’s 
concern over the gravity of the international situation ? 

Secretary Werks. I was brought up to believe, Mr. Congressman, 
that if you are able to take care of yourself, you don’t get in trouble so 
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easily as you do if you are not. That applies to individuals and na- 
tions, and the fact that we may have a situation in the world where we 
my get in trouble, certainly you wouldn’t want us to drop our guard, 
would you? 

Mr. O’Hara. Well, I would say that this involves a little bit more 
than an expression of philosophy, in view of a current international 
tension that I understand you to say the administration regards as se- 
rious. I think you would not put that language in unless you had con- 
sulted with other members of the Cabinet and perhaps the President 
himself. Am I right or wrong? 

Secretary Weeks. Well, this is a statement that we worked out to- 
gether, Dr. Flemming and the Commerce Department. The sponsor- 
ship for this bill obviously is under the general direction of the execu- 
tive branch of the Government, of the Office of Defense Mobilization, 
so we would normally take our lead from that office. 

Mr. O’Hara. By the way 

Secretary Werks. The President, of course, I might add, the Presi- 
dent, I think in his State of the Union message and otherwise, has 
called for renewal of the act. He asked for a renewal. 

Mr. O'Hara. I would like to ask a question, Mr. Secretary, and if 
you feel it shouldn’t be answered, I will understand. I am a little new 
on this committee, having served here only in three Congresses, and I 
am just seeking a little light. 

When a member of the Cabinet appears before a committee of Con- 
gress with a prepared statement, is that statement submitted to other 
members of the Cabinet, or perhaps even the President himself before 
the Cabinet member appears before the congressional committee ¢ 

Secretary Weeks. It varies. In some cases where a particular 
department has the primary interest, the statements made by other 
departments will be cleared with that department, so that we will be 
taking the same line so far as administration viewpoint is concerned. 
In other cases it depends entirely on the circumstances. 

In this case we take our lead from the President’s request to the 
Congress that this legislation be renewed. 

Mr. O’Hara. Did you discuss with the President or with any of 

our fellow Cabinet members the elimination of the requirement that 
WOC's should submit a statement of their financial interests? Specifi- 
cally, did you discuss that with the President or any of your fellow 
members of the Cabinet ? 

Secretary Werks. No, sir. 

Mr. O’Hara. Then that is strictly your own opinion? 

Secretary Weeks. Yes, sir. 

Mr. O’Hara. Well, Mr. Secretary, some Congresses ago I intro- 
duced a bill—it never got any place; I think sometime it will—that 
provided that even Members of Congress should make public state- 
ments of their financial interest. Do you see any objection to that? 

Secretary Weexs. That Members of Congress make public state- 
ments ? 

Mr. O’Hara. Certainly. Any man who is serving the Government 
in any capacity shall let all of the people of this Republic know 
what his financial interests are. Is there any objection to that? 

Mr. Kirpurn. I have. 

Secretary Weeks. I certainly don’t see any necessity for it. 
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Mr. O’Hara. Well, perhaps not. I am a little old-fashioned. I 
believe that the greatest honor that a public servant can have is to 
wear the cloak of poverty. Or if he had means before he came into 
the public service, which of course should not be held to his discredit, 
he should make such disclosure with statements of his private interests 
on entering the public service. 

Do you think, Mr. Secretary, that the international outlook is so 
gloomy as to justify your stressing it in the last paragraph of your 
prepared statement ? 

ecretary Weeks. I think the international outlook completely 
warrants the statement I made there, sir. 

Mr. O’Hara. And that I am to accept as the viewpoint of the admin- 
istration ? 

Secretary Werks. Yes, sir. 

Mr. O’Hara. Thank you. 

The Cuarrman. I saw a television picture the other day showing 
people in a church in Russia praying for the President’s health. L 
suppose that was authentic. 

Secretary Weeks. You what, sir? 

The CHarrman. I say, I saw a television picture the other day 
which was a very good picture to display before election, of people 
in a Russian church praying for our President’s health. 

Mr. Mutter. May I suggest, Mr. Chairman, if that is Russian prop- 
aganda, the President will disavow it, but if it is the Russian people, 
I think we will all say “Hurrah.” 

The Cuatrman. I don’t disapprove of it. 

Mr. Tatie. Mr. Chairman, what election are you referring to? 
There are so many of them around the country. 

The Cratrman. The election being held shortly, the one that you 
now have in mind, too, my friend. 

Mr. Taiz. No, sir; I don’t have an election in mind at all, Mr. 
Chairman. I am merely asking: What election does the chairman 
have in mind? 

The Cuatrman. You don’t have it in mind? 

Mr. Tatie. I don’t have in mind what I believe now you have in 
mind, and I want to know a little bit more about it. 

Mr. Muurer. Would it be out of order for a junior member to 
suggest that we get back to the witness? 

Mr. Tate. That is what I wanted to say earlier, when Mr. Multer 
and Mr. Patman were talking about interest rates, and some other 
subjects. 

Mr. Mutrer. You don’t think they have any effect on the economy ? 

Mr. Tatixr. Let us spend our time on the bill under consideration 
and the testimony of our witness. 

Mr. Patrman. A point of order on that. This involves the Small 
Business Administration, and the chairman asked the Administrator 
of the Small Business Administration to be here last year and testify, 
because the Small Business Administration is involved in this. Any 
question involving the Small Business Administration is a pertinent 
question. 

Mr. Tatitr. Apparently the gentleman believes interest rates and the 
Open Market Committee are in order in connection with the bill under 
consideration. 

Mr. Patrman. We didn’t mention open market rates. 
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The Cuarman. We have always said the rules of evidence that 
prevail in the courts should prevail in the proceedings of the com- 
mittee, the rules of competency, relevancy, and materiality. They 
don’t, I think in that particular question. I am not going to get 
in a dispute over that. 

Are there any further questions ? 

Mr. Reuss. Mr. Chairman. 

The Cuatrman. Mr. Reuss. 

Mr. Reuss. Mr. Secretary, I would like to pursue, by just a ques- 
tion or two, the point that Congressman O’Hara just raised with you, 
namely, wouldn't it be a good idea if complete disclosure of financial 
interest is required of all policymaking officials, including Congress- 
men, and to that question, if I heard right, you said that you saw no 
necessity for that. Is that your answer ? 

Secretary Werks. That is correct. 

Mr. Reuss. Let me ask you this: Let’s suppose a public Federal 
official should recommend, let’s say, that airline X rather than airline 
Y be given a very valuable air route franchise. Don’t you think the 
public ought to know whether that public official has large stockhold- 
ings in airline X? Wouldn’t that be interesting to the voting public? 

Secretary Weexs. Well, in the first place, the public official 
shouldn’t own stock in an airline that he has any control over, either 
from an executive or a legislative point of view. 

Mr. Reuss. Suppose he does own some stock in that airline?) My 
question is, Why do you object to the requirement of disclosure before 
that public official takes office of his holding? Isn’t that a legitimate 
interest of the public ? 

Secretary Weeks. I am not a lawyer, Mr. Congressman. I don’t 
know what the statutes are on it, but I think there are statutes that 
cover that point, where a man has any interest which involves a conflict 
of interest, I think he is required to disclose it. I think everybody 
who I know anything about has been very careful to, as a matter of 
practice, to not hold any interest in a company that he might have 
control over. 

Mr. Reuss. But unless you have a requirement for disclosure of 
that interest, how does John Q. Public ever find out that that par- 
ticular official has that stock holding or other financial interest? 

Secretary Werks. Well, if there isn’t already in the statute books 
a requirement for disclosure or holdings that involve a conflict of 
interest, I should be inclined to think there might very well be. 

Mr. Reuss. Then you do see the necessity for such legislation 
whether or not it exists? 

Secretary Weeks. Where there is conflict of interests, yes. That 
is a different question in my mind. 

Mr. Reuss. Thank you. 

The Cuarrman. Isn’t that principle inherent in our law, that 
where you may have an interest, it disqualifies you? You ask a jury- 
man, “Have you any interest in this controversy?” And if he says 
he has, you disqualitfy him and dismiss him isn gra! instruction, 
and the judge on the bench may disquality himself, if he is a good 
judge, and say, “I have an interest in this.” That might not affect the 
judgement, but that disqualifiies him, per se, and I should think that 
if there are conflicting interests, whoever the man might be, it would 
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disqualify him from acting in that case. It would disqualify him in 
the administrative capacity, disqualify him in a judicial capacity, and 
as a juryman. 

It is fundamental in our law everywhere. I think it is no reflection 
on a man to say, “We don’t want you to decide this case because you 
have a personal interest in it.” I can’t see why he should object to 
letting the public know whether or not he has any interest that will 
conflict with his judgment. It he acts every day, he acts every day. 
The judge probably acts infrequently on things that affect him, but it 
is his duty to say he has an interest and it disqualifies a juryman, or 
in any capacity I know of. If he has a personal interest, he can’t 
act as judge, and he can’t act as administrator and he can’t act wher- 
ever there is any judgment or discretion to be exercised. 

Secretary Weeks. Certainly, where there is a conflict of interest 
or could be, I am certainly for full disclosure in a case like that, just 
as you say and point out, Mr. Chairman; in the courts the practice is 
to disqualify yourself and state that you have an interest. 

Mr. Kitpurn. Will the gentleman yield? 

Mr. Reuss. I yielded back the witness. 

Mr. Kiteurn. I have just one question. If you follow that theory 
to the nth degree, no member of Congress who owns a farm could 
vote on farm legislation, could you ¢ 
Mr. Parman. If it influences the vote, or the banker in the banking 
laws. 

Mr. Kirsurn. That is right. You can’t vote on any banking in- 
terests if you own a bank. 

Mr. Parman. If he owned enough interest to influence his vote. 

Mr. Murer. I remember when the gentleman from New York dis- 
qualified himself from voting on a banking law because he was inter- 
ested in a bank that might be effected. 

The Cuarrman. I think if a banker voted on a law that he was in- 
terested in, it would disqualify him. A man may certainly vote for 
the general law. 

Mr. Revss. Will the gentleman from New York yield? 

Mr. Kitpurn. I yield the floor. 

Mr. Reuss. Mr. Chairman. 

The CuarrmMan. Mr. Reuss. 

Mr. Reuss. I would like to comment on the point raised by the 
gentleman from New York, Mr. Kilburn, that what I was talking 
about in my questions to the Secretary were not a Congressman or a 
public official relieving himself from acting in a particular set of cir- 
cumstances. What I was talking about was that there be a require- 
ment of publicity for the financial interests of public officials, so that 
the public may know the various interests of the person who is doing 
the particular voting or deciding or recommending, nad it seems to 
me that Congressman O’Hara’s proposal is a sound one. 

Mr. Kitpurn. I don’t suppose there is any point in arguing the 
thing further because it is not before the committee, but I can answer 
your argument, I think. 

Mr. Founrary. Mr, Chairman, may I ask 1 or 2 questions? 

The Cuarman. Mr. Fountain. 

Mr. Founrarn. Have you ever found any evidence of dissatisfae- 
tion among your career employees because of the appointment of some- 
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one outside of Government to direct them and their affairs and 
operations ¢ 

Secretary Weeks. No, sir; not to my knowledge. 

Mr. Founrarn. Then all indications are that career employees, in- 
cluding your deputy directors, are perfectly satisfied with this WOC 
arrangement ¢ 

Secretary Werks. Yes, sir. I think 

Mr. Founrain. Whereby necessity they are made directors? 

Secretary Werks. They are taking it for granted that is the setup, 
and I think everybody is happy with it. 

Mr. Fountain. The reason I asked the question, I think they serve 
a very useful purpose, and yet I wonder, when a person comes in and 
is just on duty directing the operations of an agency for a period of 
from 6 to 9 months, as large as our Government is and as large as the 
operation, say, of your Department is, it seems to me that by the time 
he finds out what it is all about, he is about ready to leave. It means 
that for a period of from 6 to 9 months you have someone there direct- 
ing the affairs who is really going through an educational process. 
But the time he learns the operations, and is better qualified to run a 
division, he is ready to leave. 

Secretary Weeks. Well, he is learning all the time. Of course, the 
problem is one that is akKin—is a problem of the industry he comes 
from, and so he is well acquainted with industry problems and so 
many of the answers he has got right at his fingertips. He learns in 
the process how the Government operates in this particular area. 

Mr. Founratn. In other words, most of his activities and advice 
relate directly to the type of industry from which he comes and a 
subject matter with which he is already very much familiar. 

Secretary Weeks. Yes, sir. You wouldn’t, for example, get a 
man in the Textile Division and put him in the Machinery Division. 
He sticks to the things he knows something about. Then he addi- 
tionally learns as he goes along how the Government operates in this 
area. 

Mr. Founrarn. That is all, Mr. Chairman. 

Mr. Mutrer. If no one else wants the witness, Mr. Chairman, I 
would like him. 

The Cuarrman. You may inquire. 

Mr. Mvuurer. Mr. Secretary, tell me, in the case of a career employee 
has been on the job for 20-odd years and has finally worked himself 
up to a top spot of assistant or deputy director. It will be a few more 
years before he can retire. He would love to head the Department up 
before he does go because he thinks he could do a good job. Who 
do you think he would complain to about a WOC, to the WOC who 
is the director or to the Secretary who appointed the director, who 
is the WOC? 

Secretary Werks. I don’t think I quite understand the question. 

Mr. Mutter. The career employee is on the job, doing a good job. 
He knows, as indicated by Mr. Fountain, that you can’t run this 
Department by a man coming in for 6 months or 9 months and then 
moving on out. Who do you think he would complain to, to the 
WOC, who is his boss, or to the Secretary of the Department, who 
appointed the WOC? 

Secretary Werks. Well, you have got five full-time government 
people in charge of this operation, directly in charge of it, Adminis- 
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trator; Deputy Administrator, and three Assistant Administrators; 
and I presume he would complain to one of them or make his views 
known to one of them. 

Mr. Mvtrer. Isn’t it asking a little too much of that career employee 
to expect him to complain about his director who is a WOC? 

Secretary Weeks. I don’t think so. I wouldn’t say so. 

Mr. Mutrer. Well 

Secretary Werks. Particularly if 1 of the 5 have been there a long 
time, are career people, more or less as he is. 

Mr. Murer. Maybe I am more fearful than most. I have worked 
in government, too. I wouldn’t dare make a complaint if I were in 
that spot, but let’s go on to the next. 

I think you said that every WOC now in the Department has filed 
the statements required by the law, is that correct ? 

Secretary Werks. Yes, sir. 

Mr. Murer. How many WOC’s left the Department rather than 
file the statements? 

Secretary Weeks. None that I know of. 

Mr. Murer. The newspapers carried an item some time ago to 
the effect that some 30 WOC’s refused to file a statement. 

Secretary Weeks. I am very glad you asked that question, Mr. 
Congressman. 

There was a statement in the paper on December 31, in the Wash- 
ington Post. The headline read, “Only Few WOC’s Meet the Dead- 
line on Holdings.” And they mentioned a figure of 554, and then 
they go on to say that only 40 of the 554 had published their state- 
ments. 

Now, that was completely wrong, and I would like to explain that 
of the 554, 164 are WAK’s, which means “when actually employed,” 
so that leaves us 390 WOC’s, and the 390 figure included all former 
WOC’s who are not active. Active WOC’s in Commerce at that time, 
between 30 and 40, have all filed in accordance with the law, and I 
am sure that the relatively small number in other departments did 
conform, too, but they took a figure of 554, and said that only 40 had 
filed. 

Well, everybody in Commerce that should have filed, did file, and I 
am sure that is so of the relatively small number in other agencies, 
and no statement could have been farther from the fact than that one. 
I have been waiting 3 months to get that in the record, Mr. Chairman. 

Mr. Mutter. I asked that question yesterday of Mr. Flemming and 
indicated I was going to ask it of you today, because the one thing 
this committee likes to have is the facts, and we are very happy to 
have them supplied to us. , . 

Did the tour of duty of any of the WOC’s expire coincident with 
the date required for the filing of these financial statements? 

Secretary Weeks. Did the tour of duty expire? 

Mr. Mutter. Of any WOC’s who were there when the law became 
effective; did their term of office expire coincident with the time they 
were required to file? 

Secretary Weeks. I will ask Mr. McCoy to answer that. 

Mr. McCoy. I can’t answer that precisely. There may have been 
one or two whose term was up about the time the law became effective, 
but as I recall they have filed. 
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Mr. Mutter. Now, again, with reference to the press, and possibly 
you can clear this up for the record too: 

There have been some statements in the press that the administra- 
tion offices have been talking about standby controls, and a proposed 
standby control bill. Did you participate in any such conferences or 
discussions ¢ 

Secretary Weerxs. Casual discussion, but never any serious con- 
ference. Like all matters relating to preparedness and defense estab- 
lishment, these things come up from time to time, but I never recall 
having seriously considered standby controls. 

Mr. Mutrer. You don’t think it is necessary to have such legisla- 
tion on the books as against the time when you may have to use them ? 

Secretary Weeks. No; I do not. I think the controls we have— 
you will notice, as I pointed out in my statement, that in an emergency, 
section 101 (b), there are certain powers granted to the President to 
control by restrictive language in 101 (b). I think we should go 
along as far as the control situation is concerned. I don’t think we 
need any more. I don’t think we need standby controls at the present 
time. 

Mr. Mcutrer. The standby controls I am talking about are those 
which would be made effective only in the event the President or the 
Congress declared a state of war or emergency. I am not suggesting 
we give you any more controls to use now. 

Secretary Werxs. The bill I am supporting is the bill that now 
stands on the statute books, and I think that is the way it should be 
left. 

Mr. Munrer. You don’t think we should have any legislation put 
on the books which the President can implement and make effective 
in the event of an emergency ? 

Secretary Weeks. No more than we have in the present statute. 

Mr. Muurer. Of course you recall originally the Defense Produc- 
tion Act had several titles. We had controls, or legislation under 
title I, priorities and allocations, which are the only thing other than 
the general provisions in title VII which are in this law that you 
want extended. That is correct; is it not? 

Secretary Weeks. That is correct. 

Mr. Mutter. The other titles were title II, authority to requisition 
and condemn, which has expired; title IV, price and wage stabiliza- 
tion, which has expired; title V, settlement of labor disputes; and 
title VI, control of real-estate credit. 

You are not asking for any of those controls? 

Secretary Weeks. That is correct. 

Mr. Mvurer. You don’t think you need them ? 

Secretary WerEks. No, sir. 

Mr. Mutrer. Is there any justification for using WOC’s in Govern- 
ment, except in times of emergency ? 

Secretary Weeks. Well, of course we are getting ready for an emer- 
gency, and I would say in times of emergency or in times of prepara- 
tion for emergency, that is when you want them. That is why they 
are tied into the Defense Production Act. If we didn’t have a De- 
fense Production Act and didn’t have an Office of Defense Mobiliza- 
tion, and if we weren’t spending all the time we are spending in this 
area, I wouldn’t think you would need WOC’s. 
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Mr. Mutter. Is there any emergency as of today requiring expan- 
sion of productive capacity ‘and supply ? ¢ 

Secretary Weeks. Requiring what, sir? 
Mr. Mutrer. Requiring expansion of productive capacity and sup- 
ply. 

Secretary Werks. Oh, there are areas where we need greater pro- 
ductive capacity. We have about 19 different expansion goals that 
are still not fulfilled—not filled. I think there is as much need for 
a little better dispersion of industry than in relation to the expansion 
goals themselves, but we have ties se expansion goals, and we are 
watching them very closely, and as I say, there are 19 left open in which 
Commerce is interested. There are about 13 more, I think, in which 
other departments are interested. 

Mr. Mutter. That is 19 plus 18, or 32 out of a total of how many 
goals? 

Secretary Werks. There are 32 today. There were about 250 
originally—there are 32 today. 

Mr. Mutrer. Will you furnish for the record the goals which have 
not yet been attained ? 

Secretary Weeks. I have it right here, sir. 

Mr. Muurer. May that be made a part of the record, Mr. Chairman ? 

The Cuairman. That may be made a part of the record. 

(The information follows :) 


Goals administered by Commerce 


148 Aircraft, commercial, data. 

222 Aluminum forging facilities. 

177 Aluminum sheet producing and heat-treating facilities. 
82 Glycerin. 

99 Heavy aluminum aircraft forgings. 

212 Heavy steel plates. 

206 Laboratories, research and development (defense). 
198 Medical supplies and equipment. 

224 Production facilities for military and atomic-energy procurement. 
176 Scientific instruments. 

76 Steam boilers. 

74 Steam turbines. 

181 Steel castings. 

27 Tankers, ocean-going—maritime. 

134 Tapered aluminum sheet. 

215 Titanium melting facilities. 
223 Titanium processing facilities. 

91 Welded aluminum tubing. 

227 Roll-on, roll-off ships—maritime. 
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Mr. Murer. Are you familiar with the scrap situation, Mr. Sec- 
retary ¢ 

Secretary Werks. Steel scrap? 

Mr. Mutrer. Yes. 

Secretary Weeks. Yes, sir. 

Mr. Moutrer. Do you know that the export of steel scrap increased 
from about 1 million tons in 1954 to over 5 million tons in 1955? 

Secretary Werks. Yes, sir. 

Mr. Muvrrer. Were you consulted about that situation ? 

Secretary Werks. I have spent a lot of time on that situation; 
yes, sir. 

Mr. Mutrer. Don’t you think something ought to be done about 
that ¢ 

Secretary Werks. Not at this moment. We are watching it from 
day today. The price factor has—I think prices are off about $6 a ton 
since the first of the year, and we think 

Mr. Murer. Let’s not leave it that way, Mr. Secretary. 

Secretary Werks. What is that? 

Mr. Mutrer. Don’t let’s leave it that way, $6 off since the first of the 
year, after it had climbed $17. 

Secretary Werks. I was going to finish the statement. 

Going back to January, since then the price has dropped off about 
$6, and there is some evidence that the demand abroad is not going 
to be as great. Britain is not taking as much scrap as they were, an 
I think the Coal and Steel Community of the Continent are not going 
to take—don’t want to take or plan to take as much as they did last 
year. That is the situation that is very complicated and which, as 
I say, we are watching and discussing. We bring it up for review 
almost every week. 

At the moment the administration thinks that it is not indicated 
that we should put on export controls, but that doesn’t mean that it 
might not be the indicated course a little later. 

Mr. Muurer. Can you tell us when was the last time in this country 
that we had scrap go up 50 percent in price—steel scrap? 

Secretary Weeks. I don’t remember. I think the rise has been, or 
could have been after the war, but I don’t have the figures in mind, 
sir. I just know what has happened to it in the last year. 

Mr. Mutrer. Can you tell us when was the last time in this country 
that the export of steel scrap jumped almost four times what it had 
been the previous year ? 

Secretary Weeks. Just before the Second World War, when we 
were shipping so much to the Far East, we ran up to about 3 ,900,000, 
or 4 million tons. 

Mr. Mutter. Would it be fair to say that the 50-percent increase 
in the price of steel scrap and the increased demand for the export of 
scrap in 1955 was a danger signal? At least a warning sign? 

Secretary Weeks. I think it is a w arning sign; yes, sir. 

Mr. Mutrer. Just one other matter, Mr. Secretary. 

Title III of this act is also to be extended if we extend the act, 
expansion of productive capacity and supply. 

The impression that I thought was trying to be created throughout 
the country is that our expansion of our productive capacity and sup- 
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ply is growing apace and private enterprise was doing a fine job on 
the economic level, without any Government aid or support. Is that 
a wrong impression? Do we still need governmental help for expan- 
sion of productive capacity and supply ? 

Secretary Weeks. Well, there would be evidence by that list. There 
are some areas where it has been almost necessary for the Government 
to get in. Normally, industry is building up its own productive facil- 
ities. That is true in the steel industry. The production capacity in 
steel last year was about 125 million tons. It is already up 127 or 128 
million tons. The companies are planning to continually increase 
their total capacity, and I think in most cases industry can do the job. 
There are some cases where there has been some necessity for the Gov- 
ernment to step in and step in only because of the Government require- 
ment, say, for stockpiling or whatnot. 

Mr. Murer. Thank you. 

Mr. Botron. Mr. Chairman ? 

The Cuatrman. Mr. Bolton. 

Mr. Borron. I would just like to clear one answer of yours up, 
sir, in answer to a question of Mr. Multer’s as to whether the export 
of scrap at the present level was a warning or a danger signal. 

I believe your answer was yes, and I wondered, a warning or danger 
signal of what? 

Secretary Weeks. Well, a warning that we have to continually see 
whether we are draining our resources in scrap to the point where 
our own industries might not have adequate supply. 

Mr. Botron. Thank you, sir. 

The CHamrman. Are there further questions ? 

Mr. Parman. Just one other, Mr. Chairman. 

Do you consider your agency, the Department of Commerce, a na- 
tional planning agency, that you should be on the alert to find out 
whether or not we are producing enough steel or enough cement or 
enough different things, and if we are not, to, in other words, let it be 
known to the public and to the industries involved and try to persuade 
them to increase their production along certain lines? 

Secretary Weeks. Yes, sir;I do. I feel it is part of our responsibil- 
ity to bring to the attention of the Office of Defense Mobilization of an 
area where there might not be sufficient capacity to take care of our 
defense-supporting needs. 

Mr. Parman. Let’s leave off defense. Aside from defense, do you 
feel like it is your duty when our defense question is not involved 
to be on the alert and make sure that we are having enough or are 
going to secure enough production for our domestic and civilian 
needs, not related to national security ? 

Secretary Weeks. I call that area defense supporting. In other 
words, if you are going to have defense as such, you have to have 
people who are going to work for defense and build the tools of 
war and whatnot. They have to live. They have to have things that 
make it possible for them to continue. We call that defense support- 
ing activities, and we consider that 

Mr. Patman. I haven’t made myself plain, Mr. Secretary. Let 
us do a little wishful thinking and say that we don’t have any defense 
need right now, that your agency is an operation like it has been in 
the past, and that you are not needed for defense purposes. Would 
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you still say that your agency is needed as a planning agency to make 
sure that all segments of the economy go along ev enly together; in 
other words, to make sure that we are not lacking i in production of 
some things that are needed for the people? 

Secretary Weeks. You are assuming that all defense considera- 
tions are eliminated ? 

Mr. Parman. That is right. 

Secretary Weeks. No. ‘Then I wouldn't feel that w ay. 

Mr. Parman. Who will do that for our United States Government ¢ 

Secretary Werks. Under our system of free enterprise, if the 
people want to buy a given article and there isn’t enough being 
produced 

Mr. Patman. I know. I am talking about who is looking after 
the 160 million people. Somebody ought to be on the alert for this 
Government of ours to make sure that they are going to be taken care 
of without reference to defense. In other words, if they need so 
much cement. 

Secretary Weeks. To make sure they have enough toothbrushes, 
for example? That industry is producing enough toothbrushes? 

Mr. Parman. That is minimizing what I am trying to say at least. 
I am talking about enough cement to build all the highways and 
streets and for other purposes, and enough steel for all purposes. 
Who is going to be on the alert for the people of the United States 
to make sure that these people are encouraged to stimulate produc- 
tion sufficiently they will always have enough / 

Secretary Weeks. I have been in the manufacturing business most 
of my life, and if I make cement or any other product that I know 
I can sell, I am certainly going to double my capacity. I think the 
people should do those things for themselves. I think they can do 
it a lot better than the Government. 

Mr. Parman. I know, but who is going to think about all the peo- 
ple, not thinking about themselves? Of course we all think about 
ourselves, and if we see—but who is going to think about it from 
the standpoint of all the people and make sure somebody is on the 
alert and taking care of their needs for the basic things they will 
need, like steel, cement, copper, aluminum, and things like that? 

Secretar y Werks. If I understand your question, sir, ‘T don’t think 
that is a function of Government. 

Mr. Parman. You don’t think it is a function of Government? In 
other words, just people who are interested in something for a profit 
motive only will woos to take care of all the people? 

Secretary Werks. I didn’t say that. 

Mr. Parman. I thought you inferred it, Mr. Secretary. 

Secretary Werks. I don't think it is a function of Government to 
see that enough toothbrushes and enough shaving brushes and shav- 
ing soap and all the other things people use are available. 

Mr. Paraan. I didn’t mention that at all. I said the basic things 
like steel, copper, aluminum, housing, and things like that, the basic 
things that we must have in order to have a happy and contented 
people. 

Secretary Weeks. If we produce a million tons of steel, capacity 
this year, and in 10 years we need, due to the growth of population— 
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this is all peacetime—we need 150 million tons, I go on the assump- 
tion that under our free enterprise system that industry will expand. 

Mr. Parman. The profit motive will be the urge, is that your under- 
standing? 

Secretary Weeks. Yes, sir. I think the profit motive is what has 
made this country what it is. 

Mr. Parman. I see a weakness in our Government somewhere. 
Somebody like the Department of Commerce ought to be on the alert, 
at least looking over the entire Nation and seeing about the needs of 
the people and to make sure that somebody was encouraged to believe 
that something is lacking and should be made up. 

The Cuarrman. Mr. Secretary, if it was disclosed that the expor- 
tation of scrap would so reduce the supply or raise the price of scrap 
that it would jeopardize the production of scrap by putting out of 
the competitive field the small steelmakers of the United States, 
wouldn’t you take action immediately to rectify that ? 

Secretary Werks. Yes, sir; if I understand your question. We are 
authorized under the Export Control Act to withhold export licenses 
for five reasons: strategic purposes, foreign policy purposes, defense 
purposes, short supply purposes, and to guard against the inflationary 
effect of excessive foreign demand, and we have plenty of reason on 
the statute books to withhold licenses, and if any such situation as I 
understand you to describe came about, I think we should have to do 
something. 

The Cuairman. Wouldn’t that affect our national security, our 
national economy ? 

Secretary Werks. Yes, sir. That would come under the short sup- 
ply or inflationary effect of excessive foreign demand. 

The CHatmrmMan. Do you think you would have ample power to 
handle that situation if you thought that contingency would occur? 

Secretary Werks. I think today under the Export Control Act, 
which I hope will be renewed, that we have the power to do that, sir. 

The Cramman. There was some expression of doubt about the 
power. You feel that you have the power if that result would accrue? 

Secretary Weeks. I am sure the power is there. We naturally 
have to justify the exercise of it, and we do that in our quarterly re- 
ports to Congress on the administration of the act. 

The CuHarrman. Wouldn’t the very fact that it would result in a 
decrease in the production of steel, or would jeopardize the continued 
operation of small steel plants, wouldn’t that effect justify the exer- 
cise of the power ? 

Secretary Werks. Yes, sir. 

The Cuarrman. I may say that you and Dr. Flemming agree that 
you both want this bill, this act, continued and extended without 
amendment ? 

Secretary Werks. Yes, sir. 

The Cuamman. Well, if there are no further questions 

Mr. Mutter. Mr. Chairman, just one matter vey briefly, if you 
would, please. 

The CHatrman. We have to go before the Rules Committee in a 
little while. 

Mr. Mutter. I will be very brief. 

















186 DEFENSE PRODUCTION ACT—1956 


As suggested by Mr. Patman’s questions a moment ago, does your 
Department of Commerce duplicate in any way the work that is being 
done by the Small Business Administration ? 

Secretary Werks. No, no; we have been into that very carefully 
with the Small Business Administration. We work very closely to- 
gether. We do a greater share of our operation for small business, 
naturally, but we have made every effort to avoid duplication. In 
fact, the Congress in the last renewal of the SBA directed that any 
duplication be eliminated. 

Mr. Mutrer. In other words, the advice which the Department of 
Commerce formerly gave to businessmen so far as small business at 
least is concerned, goes out of the Small Business Administration ¢ 

Secretary Weeks. The advice—— 

Mr. Mutrer. The Small Business Administration, by the law which 
set it up, is authorized and directed to aid small business in getting im- 
provement of techniques in operation, management operation, and so 
forth. It is my impression the Department of Commerce at one time 
rendered that kind of service insofar as small business is concerned. 
Today your Department no longer does that? 

Secretary Weeks. We still do it, certainly, but we have followed the 
directive laid down in the extension of the act last summer and had 
many conferences looking toward elimination of any possible dupli- 
cation, and dovetailing of our operations, because we do great—well, 
I would say the greatest share of our effort is with small business 
than it is with large business. 

Mr. Murer. How do you avoid the duplication ? 

Secretary Weeks. Well 

Mr. Mutter. Do you continue to do the job? 

Secretary Weeks. Small Business has the loan function. Small 
Business has the defense procurement function. If we are making a 
pamphlet on a certain aspect of business, it would be under our setup, 
distributed by both agencies, the Commerce Department and the SBA. 
We work together and try to avoid this duplication. 

Mr. Mutter. The SBA, by specific direction of the law, has the 
function of advising small business as to engineering problems, man- 
agement problems, accounting problems, and general business prob- 
lems. Is your Department also doing that ? 

Secretary Werks. Yes. 

Mr. Mutter. To that extent there is still a duplication? 

Secretary Werks. We have a specific directive from Congress to 
eliminate duplication and that is what we have tried to do. 

Mr. Mutter. Thank you. 

Mr. Patrman. Do you have an advisory committee on cement, Mr. 
Weeks? 

Secretary Werxs. On what? 

Mr. Parman. On cement. 

Secretary Weeks. In the BDSA ? 

Mr. Parman. Yes, sir. 

Secretary Werks. We may have an industry committee. 

Mr. Patrman. Are they listed in any of these statements that you 
put in the record last year? Are they listed by industries ? 

Mr. McCoy. Of the industry advisory committees ? 

Mr. Patrman. Yes. 
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Mr. McCoy. I assume so, if you asked for and got a list. 

Mr. Parman. Do you have one on steel, cement, and different 
things? 

Mr. McCoy. You are talking about the WOC list or the industry 
committee list ? 

Mr. Parman. WOC list. 

Mr. McCoy. I don’t think there is a single person in there. 

Mr. Parman. I would like to ask that they be listed according to 
the industry they are serving as advisers. 

The Cuarrman. That may be incorporated in the record. 

(The information follows :) 


Industry officials employed without compensation in BDSA as of Mar. 14, 1956, 
listed by industry 





Division and name Position in BDSA Company affiliation and position at time 


of duty 





Aluminum and Magnesium | 
Division: 


Macauley, Irving P__...| Director...............-.| Vice president, executive sales, Reynolds Metal 
Co., New York, N 
Merliss, Frederick A__..| Deputy Director_____- General superintent, United Smelting & Alumi- 
num Co., Inec., New Haven, Conn 
Sebastian, Robert L___-- Consultant............--| Retired, last with Defense Production Adminis- 
tration at GS-15 

Automotive Division: Jones, | Director....._____- ..-| Assistant general production manager, Chrysler 
William J. Corp., Detroit, Mich. 

Chemical and Rubber Divi- | 
sion: | 

Fowles, George A__---__|__--- oe Se cs Manager, plastic materials sales, B. F. Goodrich 
| Chemical Co., Cleveland, Ohio 
Schlueter, Louis A_.....| Adviser (chemical and | Member of staff, American Coke & Coal Chem 
rubber industry). icals, Washington, D. C 

Communications equipment | Director____.____- Staff representative, Automatic Electric Co 
Division: Williams, Rob- | Chicago, Ill. 
ert E. 

Containers and paekaging | Deputy Director__- Supervisor, packages and shipping division, the 
division: Reed, Richard | Texas — of Port Arthur, Tex., New 
Chester. | York, N. 

Copper Division: Seeley, | Director__-- _...| District ue manager, Philadelphia territory, 


Clarence W. 
Electrical Equipment Divi- 
sion: 


Scovill Manufacturing Co., Waterbury, Conn. 


Martin, Tary B........}....- ea Standards engineer, Square D Co., Milwaukee, 
is. 
Compter, George H____- Consultant.__- , Assistant to vice president and secretary, Ford 


Instrument Co., division of the Sperry Corp., 
Long Island C ity, N 
Food Industries Division: 


Abbott, Edward es “Sh -ee Assistant to vice president, Abbotts Dairies, Inc., 
Philadelphia, Pa. 
Vuckel, Carl M a a) po Retired. 
Forest Products Division: 
Daniels, Ernest W _ _- l.~.. 0 Peshhcs -| Director of sales, Harbor Plywood Corp., Ho- 
| quiam, Wash. 
Ware, Joe Bo..~<:.- |---- eee oa Sales eegtetiee, Great Northern Paper Co., 
Chicago, Tl 
General Components Divi- | Director . Branch manager, Timken Roller Bearing Co., 
sion: Halderman, Lawr- | Los Angeles, Calif 
ence J. | 
General Industrial Equip- |._...do Assistant to executive vice president, Carrier 
ment Division: Stuart, | Corp., Syracuse, N. Y 
Charles M. 
Tron and Steel Division: 
Burley, John V__-__---- ane Seen Assistant general manager of sales, Republic 
j Steel Corp., Cleveland, Ohio. 
Bailey, Frank R__....-..| Adviser (nickel) 


Manager, special activ ¥% International Nickel 
Co., Inc., New York, N. Y. 


Claussen, John A__._._..| Consultant____ eeu Secretary, pig iron di «ae jAmaerionn Iron & 
Steel Institute, New York, ¥. 
Gibbs, Lewis T _.....| Chief, Carbon and Alloy | Assistant manager, high crass steel sales, 
Semifinished Rail, United States Steel Corp., Pittsburgh, Pa. 


Structural, Bars, 
Wire, and Forgings 


Branch. 
Krohn, Gilbert H_---- Chief, Stainless, Hi- | Sales representative, Babcock & Wilcox Co., 
Temp, Alloy, and tubular products division, Beaver Falls, Pa. 


Tool Steel Branch. 
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Industry officials employed without compensation in BDSA as of Mar. 14, 1956, 
listed by industry—Continued 








Division and name Position in BDSA Company affiliation and position at time of duty 





Iron and Steel Divislon—con. 


Martin, Roger H_--- Chief, Carbon and Al- | Assistant manager, tubular products, Jones & 
| loy Flat-Rolled and | Laughlin Steel Corp., Pittsburgh, Pa. 
Tubular Products 
Branch. 
Moore, Thomas J., Jr Consultant 


Suigcasacnthe Director of purchases, LaSalle Steel Co., Chicago, 
Ill. 


Reid, James F., Sr se | VE Te ee eee P nanan manager, the Timken Roller Bearing 
Canton, Ohio. 
Sandston, William L__..| Chief, Business Re- meena nic analyst, Armco Steel Corp., Middle- 
search and Analysis town, Ohio. 
Branch. 
Sauers, Marguerite M Oonsultant............ _| Executive assistant, General Refractories Co., 


Baltimore, Md. 
Waindle, Roger F_.__- Chief, Castings Branch Vice president, Consolidated Foundries & Man- 
ufacturing Co., Boston, Mass. 
Metalworking Equipment 
Division: 


Crosby, Joseph P EE cc coveduncipacosts Vice president, Lapointe Machine Tool Co., 
Hudson, Mass. 
Lickey, Edward F Consultant..............| Retired. 
Power Equipment Division: 
Denney,! Courtlandt F ee Executive assistant to vice preside nt, Foster 
| Wheeler Corp., New York, N. 
Dueringer, Wilbur F 4. ee a ee _...| Engineer in charge of sales of ste am turbines, 


Allis-Chalmers Manufacturing Co., Milwau- 
kee, Wis. 
Scientific, Motion Picture, | Deputy director___...--- Assistant sales manager, Hewlett-Packard Co., 
and Photographie Prod- Palo Alto, Calif. 
ucts Division: Van Rens- | 
selaer, Cortlandt. | 


Shipbuildinz, Railroad, | Director.................| Manager, marketing, Schenectady aeronautic 
Ordnance, and Aircraft and ordnance systems ——” General 
Division: Pommer, Clif- Electric Co., Schenectady 5, N. 
ford G. 


Water and Sewerage Indus- 
try and Utilities Division: 
I RE a eee nr GUD S cack bee ecwcens Sales promotion manager, James B. Clow «& 
Sons, Chicago, 
Prassa, Louis F.........}..... ae eee | Manager, direct sales, pipe division, Johns- 
bs Mansville Sales Corp., New York, N. Y. 








1 Termination in process. Will be reappointed as consultant. 





The Cuatrman. If there are no further questions 

Mr. McDonovuen. Mr. Chairman. 

The Cuatrman. Mr. McDonough. 

Mr. McDonovuen. Pursuing the discussion between you and Mr. 
Patman on the question of stimulating industries, Mr. Patman, do 
you believe that Government should do anything about surpluses, 
where they are in excess? 

Mr. Parman. Yes; I think they should, like the surplus cotton 
and wheat. 

The CuarrMan. It is getting too late in the day to get into an argu- 
ment between members. 

Mr. McDonovuen. There should be a Government control on sur- 
plus ¢ 

Mr. Parman. We have Mr. Benson’s controls now. 

The CHairman. Let’s address the questions to the witness. 

If there are no further questions, I would like to adjourn. 

Mr. McDonoveu. That is all. 

The Cuarrman. If there are no further questions, the committee 
will adjourn. 

Weare glad to have your views, Mr. Weeks. 

Secretary Weeks. Thank you, sir. 

















DEFENSE PRODUCTION ACT—1956 189 


The CHatrman. The American Bankers Association wanted its 
statement in the record, and Mr. Celler wants certain statements in. 
Without objection, they will be inserted. 

(The statements referred to above are as follows :) 


THe AMERICAN BANKERS ASSOCIATION, 
Washington 5, D. C., March 12, 1956. 
Hon. BRENT SPENCE, 
Chairman, House Committee on Banking and Currency, 
House of Representatives, Washington 25, D. C. 

DEAR MR. SPENCE: I have heen informed that your Committee on Banking and 
Currency intends to hold hearings on H. R. 9852, which in effect would extend the 
provisions of the Defense Production Act of 1950, as amended. On behalf of 
the American Bankers Association, I would like to submit this statement urging 
the extension as proposed of section 301 of the act, which is of unusual impor- 
tance to the banking system and of great value to the Government procurement 
agencies. 

Section 301 of the act, as amended, in effect provides that the President, in 
order to expedite production and deliveries or services under Government con- 
tracts, may authorize certain agencies of the United States to guarantee, in 
whole or in part, any public or private financing institution against loss of 
principal or interest on loans made in connection with such contracts. 

Under this authorization there was reactivated in 1950 the V-loan program 
which proved to be so successful during World War II. This program makes 
available through private financing institutions adequate funds needed by prime 
contractors and subcontractors, both large and small, in order to finance the 
performance of Government procurement contracts. From July 1950 through 
December 31, 1955, the Department of Defense, alone, authorized 1,395 loans 
in the amount of §$2,467,600,000, of which $1,998.900,000 was guaranteed. As 
of December 31, 1955, the amount outstanding on these loans was $451,900,000, 
of which $337,300,000 was guaranteed. During the period aforementioned, the 
Department of Defense has received as guaranty and commitment fees and in- 
terest the sum of $22,827,326.96. Its expenses for that period amounted to 
$2,516,586.92. This would leave a net income of $20,310,740.04, which appears 
to be more than adequate to offset any possible losses and to cover expenses. 
The program, therefore, aside from the benefits derived from shifting the de- 
tails of such financing to private lending institutions, would appear to be suc- 
cessful from a financial standpoint for the Department of Defense. 

The V-loan program is important to the national security procurement pro- 
gram, and it is our belief that its continuance is necessary. We urge, therefore, 
the favorable consideration of the proposed extension of section 301 of the De- 
fense Production Act of 1950, as amended. 

Sincerely yours, 


J. OLNEY Brort. 


Howse OF REPRESENTATIVES, 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C., March 16, 1956. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

DEAR BRENT: Your committee is presently holding hearings on H. R. 9852 
which would extend the provisions of the Defense Production Act of 1950 for 
another 2 years. I would like to offer for the consideration of your committee 
two amendments to the Defense Production Act which would, I believe, remedy 
certain deficiencies in this legislation. 

As you know, the Antitrust Subcommittee of the House Committee on the 
Judiciary has been engaged in an extensive investigation of WOC’s and advisory 
groups utilized by the Government. In this investigation our subcommittee has 
compiled evidence demonstrating significant abuses in the WOC program au- 
thorized by the Defense Production Act. 

Our investigation indicates that WOC’s appointed pursuant to the Defense 
Production Act, particularly in the Department of Commerce, have been ap- 
pointed to and are occupying policymaking positions. This has been continued 
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despite the fact that in the 1955 amendments to the Defense Production Act 
Congress intended that WOC’s should not be in a position to make policy decisions. 
One of the changes in the Defense Production Act which I submit for your 
consideration would amend section 710 (b) (3) to prohibit such appointments. 

The other amendment I want to call to your attention for the consideration 
of your committee involves, in my view, an unnecessary exemption from the 
conflict of interest statutes granted in the Defense Production Act. I do not 
believe there is a real necessity for providing WOC’s with any exemption from 
the conflict of interest statutes. Inasmuch as the conflict of interest statutes 
are lacking in clarity, however, I recognize it may be appropriate to grant a 
limited exemption in order to provide for the continuation of normal salaries 
as an assurance to businessmen who have been requested to assist the 
Government. 


By failing to restrict adequately the exemption from the conflict of interest 
statutes as to activities which otherwise would be unlawful, the 1955 amend- 
ments to the Defense Production Act, and prior thereto the provisions of Execu- 
tive Order 10182, as amended, have given WOC’s the unusual freedom to work for 
their companies on their companies’ Government business. Our investigation 
has demonstrated that this has provided an open door for abuse. The amend- 
ment I offer for your consideration would close this loophole. 

Submitted herewith is a statement containing the specific amendments to the 
Defense Production Act which I offer, together with reasons I believe such 
amendments are necessary. I would appreciate your incorporating this state- 
ment in your record on H. R. 9852. 


Sincerely yours, 
EMANUEL CELLER, Chairman. 


STATEMENT OF HON. EMANUEL CELLER, CHAIRMAN OF THE COM- 
MITTEE ON THE JUDICIARY, HOUSE OF REPRESENTATIVES 


Mr. Chairman and members of the subcommittee, I appreciate your 
courtesy and cooperation in permitting me to discuss H. R. 9852, 
which would extend for another 2 years the provisions of the Defense 
Production Act. My remarks are directed to the standards estab- 
lished in section 710 of the act, relating to personnel employed by 
the Government without compensation, popularly called WOC’s.. 

The Antitrust Subcommittee of the House Judiciary Committee, 
prior to the 1955 amendments to the Defense Production Act, under 
my chairmanship, had instituted an investigation of WOC’s and 
advisory groups utilized by the Government. The subcommittee has 
conducted extensive hearings into these matters and has compiled 
evidence demonstrating significant abuses in the WOC program by 
administrative officials and numerous examples of untoward conduct 
on the part of individual WOC’s. 

I would like to suggest for consideration of this committee amend- 
ments to the Defense Production Act which would go far to prevent 
some of the abuses which have been brought to our attention. 

First, I want to make it clear that I recognize that Government 
agencies should be permitted to obtain the services of the best talents 
available to cope with the problems of the executive branch. This 
includes the services of WOC’s at times other than during periods 
of full mobilization. 

I do not believe, however, that WOC’s should be appointed to policy- 
making positions in the Government in a partial mobilization program 
of indefinite duration of the type this country is now undertaking. 
In an active emergency, necessity for prompt, effective action ma 
override all other considerations and require appointment of WOC’s 
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to such positions. Such justification, however, is not present in the 
current defense program. 

In the 1955 amendments to the Defense Production Act, Congress 
continued the authority granted to the President to appoint WOC’s 
to operating and policymaking positions. This authority is contained 
in section 710 (b) (2) (ii) as follows: 

Appointments to positions other than advisory or consultative may be made 
under this authority only when the requirements of the position are such that 
the incumbent must personally possess outstanding experience and ability not 
obtainable on a full-time, salaried basis. 

Although a WOC may be appointed under this authority to a pol- 
icymaking position, when a policy matter is involved the WOC cannot 
perform the responsibilities of his office because section 710 (b) (3) 
requires: 

Appointees under this subsection (b) shall, when policy matters are involved, 
be limited to advising appropriate full-time salaried Government officials who 
are responsible for making policy decisions. 

It is clear that in the 1955 amendments Congress intended WOC’s 
should not be in a position to make policy decisions. The provisions 
of the statute quoted above, however, are contradictory. Inasmuch 
as the President, in Executive Order 10647, did not resolve this am- 
biguity, I believe it is incumbent upon Congress to clarify this matter. 

During the Antitrust Subcommittee’s investigation, Philip Young, 
Chairman of the Civil Service Commission, assured our committee 
that any ambiguity in these provisions would be resolved by an Execu- 
tive order which would limit a WOC’s appointment to “a full-time 
operating job, without policy functions.” Unfortunately, adminis- 
tration officials could not agree on a method to cope with this matter 
when they promulgated Executive Order 10647. Assistant Attorney 
General Stanley Barnes testified that officials in the executive branch 
had worked hard to resolve the contradiction in the statute but had 
been unable to do so. He said: 


We have spent hours on this. We went to the Civil Service Commission and 
asked them to tell us what is a policy decision—what officials make policy 
decisions. They said that anybody under Schedule C is in a policy-determination 
position and that only those in Schedule C are in a policy-determining position. 

That doesn’t make sense to me. I don’t think that you can draw and com- 
partmentalize a problem like that. And that is why we haven’t tried to precisely 
resolve this very difficult problem. 

Our investigation demonstrates that WOC’s appointed pursuant to 
the Defense Production Act, particularly in the Department of Com- 
merce, have been appointed to and are occupying policymaking posi- 
tions. In the Business and Defense Services Administration WOC’s 
have been appointed as assistant administrators and as directors of 
BDSA’s industry divisions. No method has been devised, nor is ap- 
parent, by which policy matters arising in the exercise of the respon- 
sibilities required by these positions can be segregated from the non- 
policy responsibilities of such positions. Nevertheless, section 710 (b) 
in its present form requires such segregation. 

In my view the only way to resolve this problem is to amend section 
710 (b) in a manner either to restrict WOC appointments to advisory 
functions only, or to operating positions without policy functions. 
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This can be achieved, I believe, by striking out section 710 (b) (3) and 
inserting in lieu thereof the following: 

Appointments under this subsection (b) shall not be made to the position of 
director or assistant director, head or assistant head, of a bureau division, 
section, or other comparable policymaking or administrative positions; any 
person appointed under this subsection shall not perform the functions of such 
a director, assistant director, head or assistant head. 

This amendment assures that WOC’s are not appointed to policy- 
making positions. To the greatest extent possible, it would also assure 
that WOC’s are confined to advisory and consultative roles while work- 
ing for the Government. This amendment, moreover, would eliminate 
a situation which has placed WOC’s in situations involving conflicts 
of interest, abuse of Government position, and favoritism. 

When a WOC is appointed to head a division of the Government, 
exercising control over, or dealing with, the industry from which he 
comes, his private interests necessarily conflict with the Government 
responsibilities he has been assigned. In fact, in the Department of 
Commerce, company interest in the activities of an industry division 
is one of the reasons officials of the Business and Defense Services 
Administration recommend that business furnish WOC’s to the Gov- 
ernment. For example, Mr. Honeywell, Administrator of BDSA, 
customarily advises advisory groups sponsored by BDSA that “WOC’s 
do much to see that industry’s point of view is properly understood 
and advanced” and that “by furnishing capable men to serve as WOC’s 
* * * industry is assured of having an adequate voice in drafting con- 
trol measures that may have to be invoked in case of emergency.” 

The normal defense activities of the WOC director of a BDSA in- 
dustry division involve supervision of his division’s activities in au- 
thorized control material orders, priorities, and directives. His defense 
duties in addition involve the preparation of standby orders for mobil- 
ization, supervision over the division preparing recommendations on 
tax amortization :nd loan applications, and determination of expan- 
sion goals necessary to meet mobilization requirements. His Govern- 
ment responsibilities also include the development of specific measures 
to be used in postattack programs, including plans for dispersion, 
transfer of production to undamaged facilities, and the development 
of duplicate sources of supply. All of these responsibilities require 
the WOC division director to take action directly affecting his com- 
pany and its competitors. 

When this country was engaged in the all-out effort in World 
War II, the War Production Board categorically resolved the ques- 
tion of the propriety of having as head of an industry division a 
WOC coming from the affected industry. The War Production 
Board, at the direction of its General Counsel, John Lord O’Brian, 
instituted the “branch and section chief policy” which prohibited the 
WO, except in special circumstances, from occupying a position in 
which he would have to make decisions directly affecting his own 
company or its competitors. 

The gravity of the problem presented when a WOC heads an indus- 
try division of the Government which deals with his industry was 
reflected during our hearings by Assistant Attorney General Stanley 
Barnes. Mr. Barnes said: “Any time a man from a particular indus- 
try is the head of an organization that makes decisions which affect 
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that industry, where he is making decisions that might affect that 
business, I think that presents grave problems as to whether or not 
it is in the public interest.” 

Our investigation into the administration of the tax amortization 
program affords cogent arguments in the support of the “branch 
section chief policy” utilized in World War II. The system whereby 
WOC’s have headed industrial divisions which made recommenda- 
tions for millions of dollars in tax amortization benefits, involving 
their own companies and their companies’ competitors, deserves harsh 
criticism. 

At all times conflicts of interest between the private occupation of 
the WOC and his Government responsibilities were present in the 
consideration of certificates of necessity for new facilities in the indus- 
try which paid the WOC. This conflict of interest arose in several 
ways: (1) In formulating long-range administration goals on an 
industrywide basis, the WOC’s recommendations appeared to have 
been influenced by fears of competitive repercussions of overexpan- 
sion; (2) WOC’s with respect to applications of competitors have been 
In a position to advise adversely against projects which, from a com- 
petitor’s standpoint, seem inadvisable but from the impartial view- 
point of the public interest would seem to be highly desirable; and (3) 
WOC’s as heads of industry divisions were in a direct position to 
influence, and did influence, the tax-amortization certificates of their 
own companies. In addition, even though a WOC is disqualified from 
passing directly on applications from his own company, when this task 
is left to his subordinates, the subordinates’ decisions undoubtedly are 
influenced to some extent by virtue of the fact that the applications 
involved have been submitted by the company of their immediate 
superior. 

Our investigation has demonstrated that direction of the expansion 
programs by WOC’s, undertaken in connection with the Defense 
Production Act, have resulted in mismanagement, discrimination, and 
serious errors in judgment. In certain industries, for example, in 
complete disregard for the regulations applicable to the granting of 
certificates of necessity and of the goals established, extensive over- 
certification occurred in favor of large companies who supplied WOC’s 
to the Government. In other industries, concern for postemergency 
overexpansion and competition caused expansion goals to be lim- 
ited and new production discouraged. 

Whatever may be the justification for using WOC’s to head indus- 
try divisions during full mobilization, such justification is not present 
in the current limited defense program. There is much greater danger 
in a limited mobilization program that the pressures of private inter- 
ests may outweigh public responsibilities. Moreover, our investiga- 
tion has demonstrated that WOC’s as heads of these industry divisions 
have been carrying out peacetime functions of their agencies and 
have undertaken activities not authorized by the Defense Production 
Act. 


CONFLICT OF INTEREST STATUTES 
The Defense Production Act granted exemptions from the conflict 


of interest statutes to WOC’s brought in to assist the Government. 
In neither World War I nor II, when WOC’s also were used exten- 
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sively in the Government, was any exemption given from the conflict 
of interest statutes. 

I do not believe there is a real necessity for providing WOC’s with 
any exemption from the conflict of interest statutes. These statutes, 
however, are lacking in clarity, and, therefore, I recognize it may be 
appropriate to grant a limited exemption in order to provide for the 
continuation of normal salaries as an assurance to businessmen who 
have been requested to assist the Government. 

As far as the oflicial duties a WOC performs for the Government 
are concerned, exceptions to the exemptions from the conflict of inter- 
est statutes have for the most part negated this exemption. By failing 
to restrict the exemption from the conflict of interest statutes as to 
activities which otherwise would be unlawful under title 18, United 
States Code, section 281, however, the 1955 amendments to the Defense 
Production Act, and prior thereto the provisions of Executive Order 
10182, as amended, have given WOC’s the unusual and unnecessary 
freedom to work for their companies on their companies’ Government 
business. This has provided an open door for abuse. 

Essentially, section 281 of title 18, United States Code, forbids any 
Government official from receiving directly or indirectly any compen- 
sation for any services in relation to any matter in which the United 
States is interested. This is a standard imposed by the conflict of 
interest statutes on regular full-time employees of the Government. I 
see no necessity for treating WOC’s who occupy full-time positions 
in the Government in a different manner. 

Our investigation has disclosed that in BDSA, WOC’s not only have 
been placed in positions of conflict and directed to advance industry’s 
viewpoint, but arrangements have been made te permit the WOC's 
to continue their regular duties for their private employers. In some 
instances WOC’s, while working for the  Seseactlndng have discharged 
in full their normal private responsibilities and have devoted to their 
Government duties only the time otherwise available. 

We have found that in both NPA and BDSA, WOC’s have not 
devoted full time to their Government jobs although they have been 
annointed to full-time Government positions. On the contrary, 
WOC’s have worked extensively for their private employers on mat- 
ters involving the employers’ business with various branches of the 
Government. 

Duties WOC’s continue for their companies during their Govern- 
ment service have included company affairs in their own and other 
Government agencies. In one instance while serving as a Govern- 
ment official, the WOC assisted his company in promoting its prod- 
ucts in Government purchasing agencies. This WOC also worked 
with other Government agencies and their advisory groups in the 
development of Government specifications for products sold by his 
company, and transmitted to his company for comment unpublished 
specifications which were being developed. 

In another instance the company required the WOC it was supply- 
ing to the Government to arrange visits of Government officials to 
company plants; to advise Government agencies of the company’s 
position with respect to sales to the Government; to obtain informa- 
tion from various Government agencies as to the status of company 
contracts with the Government; to represent his company in problems 
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arising under existing Government contracts; and to obtain from other 
Government agencies specifications and documents relating to con- 
tracts and invitations to bid in which his company was interested. 
While this type of company service normally does not involve a direct 
conflict with the WOC’s official Government duties, these situations 
afford an opportunity for “inside contacts” and favoritism as well as 
encouraging situations which involve potential conflicts. 

Under the present law, WOC’s appointed pursuant to the authority 
of the Defense Production Act while working for the Government may 
perform all services for their employers which are made unlawful by 
title 18, United States Code, section 281 except those services pro- 
hibited by section 710 (b) (4) of the act. In subsection (i), section 
710 (b) (4) forbids a WOC to negotiate or execute Government con- 
tracts with hisemployer. Subsection (ii) prohibits a WOC from tak- 
ing any action with respect to his employer’s individual applications 
to the Government for relief or assistance; and subsection (iii) for- 
bids a WOC from participating in the prosecution of any claims 
against the Government involving any matter in which he had any 
responsibility as a WOC. 

Thus, a WOC throughout the Government can work on his em- 
ployer’s Government contracts as long as he does not negotiate or 
execute such contracts and while so doing has immunity from the 
aon of section 281. Moreover, a WOC is permitted to serve 

is employer in any Government agency on any matter which is not 
his employer’s individual application for relief or assistance. Finally, 
the WOC may participate in claims his employer has against the 
Government if he has not had any official responsibility as a WOC 
in the subject matter of the claim. 

Exemption from the conflict of interest statutes in this situation 
opens the door for inside influence and favoritism. Moreover, such 
exemptions are not needed to permit a WOC to undertake his duties 
under the Defense Production Act. Throughout the mobilization 
peagren under the Defense Production Act, WOC’s, in fact, have not 

ad an exemption from the conflict of interest statutes for their official 
duties and responsibilities as officers of the Government. It appears 
that WOC’s have received exemption only in relation to services per- 
formed for their private employers apart from their official duties as 
Government officials. 

It is my view that exemptions from the conflict of interest statutes 
should be extremely limited. The special freedom WOC’s now have, 
to range throughout the Government on their companies’ business 
with the Government, would be sharply curtailed by removal of ex- 
emptions from the conflict of interest statutes. WOC’s then would be 
subject to the same standards of behavior and conduct, while occupying 
full-time positions with the Government, as any other person who has 
professional allegiance to the Government as his employer. 

The current procedure whereby exemption from the conflict of in- 
terest statutes is given generally and then is restricted by specific ex- 
ceptions is fallible. I believe a better procedure would be to grant 
exemptions directly for those limited activities necessary to secure 
the performance of official Government duties. If your subcommittee 
concludes that some exemption from the conflict of interest statutes 
is needed as an assurance to businessmen on order to obtain their serv- 
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ices for the Government, I recommend that such exemption be granted 
in the following manner: 

Strike all of section 710 (b) (4) from the act and insert in lieu 
thereof the following: 


(4) Receipt of normal salary by any appointee under this subsection (b), in 
connection with such appointee’s Government service hereunder, from the private 
employer of the appointee at the time of his appointment, shall not be a violation 
of the provisions of any law. 


The Crerk. Mr. Chairman, also the United States Chamber of 
Commerce. 

The Cuatrman. The United States Chamber of Commerce also 
wants to insert a statement. Without objection, they may be 
inserted. 

(The statements follows :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., March 18, 1956. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House Office Building Washington 25, D.C. 


Dear Mr. SpeNcE: The Chamber of Commerce of the United States recommends 
extension of the Defense Production Act, to June 30, 1958, as proposed in H. R. 
9852 on which your committee is holding hearings. 

Extension of this law is essential to national security because it provides the 
statutory basis for many current defense programs and most of the industrial 
mobilization planning activities under the supervision of the Office of Defense 
Mobilization. 

These programs and activities include: 

1. The use of various incentives, such as rapid tax amortization and purchase 
commitments, to expand productive capacity and supply needed for the mobiliza- 
tion base. 

2. Priorities and allocations, with respect to materials in short supply that are 
essential to the national defense and atomic energy programs. 

3. Antitrust exemptions granted certain voluntary producer agreements 
involving military items only. 

4. Development of an executive reserve of industrialists who agree in advance 
to accept key Government positions in the event of an emergency. 

These and many other programs too numerous to mention illustrate why 
extension of the Defense Production Act is so important. 

We would appreciate your making this letter a part of the hearings on H. R. 
9852. 

Cordially yours, 
CLARENCE R. MILEs. 


(Whereupon, at 12:25 p. m., the committee adjourned to the call of 
the Chair.) 
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